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Victoria, B.C. 


: Monday, 

, February 22, 1960, 

? ---On Commencing at 10,00 a.m, 

4 

: THE CHAIRMAN: We will come to order, please, 
Will the Secretary please read from the terms of 

; reference of the Order in Council, 

: THE SECRETARY: Mr, Chairman, I read from 

: a true copy of a, Minute of a Meeting of the Privy 

ry Council, of the 13th of May, 1959, which was given 

"| pic. order No. 1959-577. ! 

. The Committee, therefore, on the recommenda- 
i tion of the Prime Minister, advise that 

re Herbert Anscomb, Victoria 

4 Archibald H, Balch, Ottawa 

. Rene Gobeil, Quebec 

i M, A, MacPherson, Sr., Regina 

ai Howard Mann, Moncton 

Honourable Charles P, MeTague, Toronto 

i Arnold Platt, Lethbridge 

be appointed Commissioners under Part 1 of the Inquiries 
- Act to inquire into and report upon the problems relating 
7 to railway transportation in Canada and the causes there- 
i of, and to recommend soliutions thereto, and in particular 
ss without restricting the generality of the foregoing, 

: the Commission shall consider and report upon: 

‘ (a) inequities in the freight rate structure, 

59 their incidence upon the various regions of 


Canada and the legislative and other changes 
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{ that can and should be made, in furtherance 
2 of national economic policy, to remove or 

3 alleviate such inequities; 

#1 (b) the obligations and limitations. imposed 

5 upon railways by law for reasons of public 
6 policy, and what can and should be done to 
7 


ensure a more equitable distribution of 


8 any burden which may be found to result there 
9 from; 
10 (c) the possibilities of achieving more economica 
MM and efficient railway transportation; 
2 
, (d) whether, and to what extent, the Railway Act 
13 
should specify what assets and earnings of 
4a railway companies in businesses and invest- 
15 
ments other than railways should be taken 
16 
into account in establishing freight rates; 
17 
and 
18 
(e) such other related matters as the Commissioner 
19 
consider pertinent or relevant to the specific 
20 
or general scope of the inquiry. 
24 
The Committee further advise: 
22 
ue That the scope of this Commission shall not 
23 
extend to he performance of functions which 
24 
under the Railway Act are within the exclusive 
25 
jurisdiction of the Board of Transport Com- 
26 
missioners; 
ai 
2. That the Commissioners be authorized to 
28 
exercise all the powers conferred upon them 
29 


by Section 11 of the Inquiries Act, and be 
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assisted to the fullest extent by government 
departments and agencies; 

Ba That the Commissioners adopt such procedure 
and methods as they may from time to time 
deem expedient for the proper conduct of 
the inquiry and sit at such times and at 
such places in Canada as they may decide 
from time to time; 

4, That the Commissioners be authorized to 
engage the services of such counsel, staff 
and technical advisers as they may require 
at rates of remuneration and reimbursement 
approved by the Treasury Board; 

ape That the Commissioners report to the Governor 
in Council with all reasonable despatch; and 

6. That the Honourable Charles P. McTague be 
Chairman of the Commission. 

R.B. Bryce, 
Clerk of the Privy Council. 
Mr, Chairman, I read further from a Minute 
of the Privy Council given the number 
1959-1628, 
The Committee of the Privy Council have 

had before them a report from the Prime Minister sub- 

mitting that the Honourable Charles P, McTague has, 

by reason of i11 health, asked to be relieved of the 

responsibilities placed on him as member and chairman 

of the Royal Commission on Transportation to which he 
was appointed by Order in Council P.c. 1959-577 of 


13th May, 1959. 
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The Committee accordingly advise that Mr, 
McTague's resignation as a member and chairman of the 
said Commission be accepted and that Murdoch Alexander 
MacPherson, Esquire, Q.C., a member of the Commission, 
be Chairman thereof. 

(sgd) R.B. Bryce, 
Clerk of the Privy Council, 

THE CHAIRMAN: Now, gentlemen, I would like 
to present to you the members of this Commission, 

On my left is Mr, Balch of the City of 
Ottawa, who has been all his life interested in the 
Trade Union Movement. 

Next, is Dr. Gobeil from the City of 
Quebec, He is not a physcian or a surgeon, but a 
Ph.D, from the University of McGill. 

The next gentleman I do not need to 
introduce here in Victoria -- your own Mr, Anscomb. 

And, on my right is Mr. Mann, who is 
the Executive Manager of the Maritime Provinces Trans- 
portation Commission. He comes from Moncton, New 
Brunswick, but originally was from Toronto and is 
a graduate of the University of Toronto, specializing 
in Transportation Economics. 

On my extreme right is Mr, Platt, from 
Lethbridge, Alberta, who is a farmer, and who has 
a Master of Science in the University of Alberta. 

I come from the Province of Saskatchewan. 

Now, we are delighted to be here in Victoria. 


This is the tenth Province in Canada in which the 
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Commission has held hearings. We have heard many 
problems, We bar saben some suggested solutions, and 
we can only promise you that we will give every con- 
sideration to the problems and to the solutions that 
are suggested. 

In the Province of British Columbia, the 
Province is fortunate in having as Counsel a gentleman 
who has long experience, Mr. Brazier, and our own 
Commission Council, Mr. Gordon Cooper, Q.C. of 
Halifax, and Mr. Cumming, who is the Assistant Council, 
who comes from the City of Vancouver, 

Now, Mr. Brazier, this is your een We 
are in your Province, 

MR, BRAZIER: Thank you, Mr, Chairman, 

Mr, Chairman, I have suggested to the 
Commission that the aeketwat Procedure today should 
commence with Mr, Bonner's statement, and then take 
the Victoria Chamber of Commerce brief, which is a 
rather short one, and then go along to the principle 
brief, that of the Province of British Columbia, 

MR, CHAIRMAN: That would be satisfactory. 

MR.. MAURO: Mr, Chairman and Mr. Brazier, 
I might say, if there are any people here inthe room 

counsel 

who are presenting briefs, many of the:/.. have not 
received copies of either the Victoria Chamber brief 
or the Vancouver Board of Trade brief. If they are 
available, Counsel would appreciate seeing them, 

THE CHAIRMAN: You know the difficulty 


in this regard, Mr. Brazier, It is most important that 
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all counsel be furnished with copies of the briefs, 

MR, BRAZIER: We will do our best to see 
they all recieve copies just as quickly as possible, 

Mr, Chairman and Members of the Commission, 
it is my privelege and honour this morning to intro- 
duce to the Commission the Honourable R.W. Bonner, 
Q.C., Attorney General and Minister of Industrial 
Development, Trade, and Commerce for the Province 
of British Columbia, who will make a brief statement 
to the Commission and whois present on behalf of the 
Government of this Province, The Honourable R.W. 
Bonner , 

MR, BONNER: Mr, Commissioners, I want to 
have the records show at this time that accompanying 
Mr. Brazier, as Provincial Freight ‘Rate counsel, are 
Professor William Hughs, Chairman of the Transportation 
Department, Faculty snidbakerce : University of British 
Columbia, and in addition, Mr, J.I. Guest, the 
Economic Advisor to the Government of British Columbia, 
Industrial Development, Trade and Commerce, 

These gentlemen, together with Mr, Brazier, 
have a substantial responsibility in instigating the 
main brief, as Mr, Brazier has already indicated to 


the Commissioners, 


I am very pleased on behalf of the Government 
of British Columbia to welcome the Rayal Commission 


on Transportation to our province. We appreciate 
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the complexity of the problem you are charged with 
investigating and we sincerely hope that your studies 
and deliberations will contribute measurably to 
national Ge caveat abtonnsatleys 

I will confine my remarks this morning to 
some general observations on the terms of reference of 
the Commission and what the Government of British 
Columbia considers to be the basic objectives of 
national transportation policy. AS you are aware, 
our submission will be in two parts. Today we will 
discuss five major problems, 


1, The importance of rail transportation to 
the economy of British Columbia, 


2. The problem of the "Bridge Subsidy" 
3. The one and one-third rule, 
4.,The export grain rates, 


5. Other unremunerative services performed 
by the railways. 


At a later date in Ottawa we will make 
further representations on principles of rate making, 
allocation of subsidies and such other issues within 
the terms of reference on which we deem it necessary to 
express an opinion, 

I think the members of the Commission are 
well aware that by the exigencies of geography British 
Columbia is the most distant province from the 
industrial heartland of our nation, Historically the 
Crown colony of British Columbia would enter Con- 
federation only if a rail link was established with 
Central Canada. Obviously if British Columbia was to be 


subject to Canadian tariff laws and excise tax regulation 
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- cut off from natural markets to the south - then 
alternative markets would have to be found in Canada, 
British Columbia is a net importer of domestic 
freight, a good customer of Eastern Canadian manufacturing 
industry and Prairie agriculture, We must pay for 
our manufactured goods and food by selling our basic 
products on the Prairie and Eastern markets, This has 
been the development of our domestic trading economy. 
In one sense, economic integration has been the 
objective of national policy - that is to say the 
peripheral regions have been able to participate to 
a greater or lesser degree in the mass market of 
Central Canada. B.C. forest products and P.E.I. 
potatoes have found consistent sales in Ontario and 
Quebec, To assist the Maritime Provinces a 20 per 
cent subsidy and recently increased to 30 per cent 
on all outgoing freight has been provided by the 
Federal Government, Although British Columbia has had 
holddowns in recent years on lumber freight rates to 
Eastern Canada by virtue of U.S. rail competition, 
we are finding increasing difficulties in marketing 
lumber in Eastern Canada, 
For example, while there has been a 70 
per cent increase in lumber production between 1948 
and 1958 in our province, shipments to Eastern 
Canada have only increased by approximately 2-4 per 
cent while the Gross Value of Manufacturing Production 
doubled in Ontario and Quebec between 1944 and 1955, (1) 
Our shipments of lumber to the United States have risen 


recently but plainly any violent fluctuation in the vola- 
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tile American market would have serious repercussions 


on our economy and that of Canada as a whole, 


(1) See R.D. Howland, "Some Regional Aspects of 
Canada's Economic Development," 
Royal Commission on Canada's Economic Prospects, 1957, 

It is therefore essential for the welfare and 
growth of British Columbia that we enjoy the widest 
possible participation in our domestic market, The 
marketing problems of lumber are duplicated toa 
greater degree by our fruit and vegetable industry. 
While our lumber mills compete mainly with domestic 
producers in Eastern Canada our fruit growers face 
increasing American competition, particularly in the 
Prairie markets, Fish from British Columbia travels 
three times as far as fish from the Maritime Provinces 
which is assisted by a 30 per cent subsidy. In addition, 
in 1957 only 20.6 per cent of our eastbound trans- 
continental traffic was eligible for the "Bridge 
Subsidy." In spite of certain competitive advantages 
on eastbound transcontinental rates there is a 
continuous erosion of our central Canadian markets, 

I mention this to illustrate theproblem of a 
"long-haul" province. The problems of "long-haul" 
regions are multiplied by horizontal percentage 
increases, It is a simple mathematicafroblem that if 
one shipper pays a $2.00 rate to a certain market and 
another shipper pays 50¢, then a horizontal inerease 
of 10% results in a competitive disadvantage to the 


first shipper of 15¢ per 100 lbs, It is our contention 
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1 that national policy demands the freest possible 

2 interchange of goods and services, particularly of 
3 basic commodities, within Canada. Any other point 
4 of view would balkanize Canada economically. 

5 The problem in essence, therefore, is to 


6 maintain market relationships within reasonable cost 


7 relationships, Our principal basic commodity; namely, 

8 lumber, should recieve the benefit of the lowest 

9 possible transportation charge consistent with costs 

10 since it is essentailly a long-haul, low-cost, high 

11 density movement, Our agricultural production, although 
12 it is a small percentage of the total agriculture 
production, of Western Canada, is entitled to the 


14 same assistance as other agriculture production in 


15 Western Canada, 

16 The fruit and vegetable industry of the 
ty Interior of British Columbia, particularly in the 
18 Okanagan Valley, has not enjoyed the same degree of 
19 prosperity that other agricultural producers have 
20 


experienced to a greater a lesser degree in the 
post-war period. One of the major problems of our 
Fruit industry is the long haul to Prairie and Eastern 
Canadian markets, We strongly ave the Commission to 
recommend similar assistance to the fruit and vegetable 
producers of British Columbia that is enjoyed by the 
agricultural producers of the Atlantic Provinces and 
which is proposed for the grain producers of the Prairies 
There has been a tremendous expansion of manu- 


facturing production in central Canada in the post- 


| ‘ere 
sage ofdsndeest x ab 


es iedtbommos atesd feqtoatza “0 .oqidanottaLen 


te ee 1 ceria 
taswoL sit to 2 Btened odd ovetoen pacpengs ,tedmul 
fi leaeg 


adsoo Agtw tneseteaoo os siadl aotesduoqensr? eldiezoq 


, A? oe 


igtd ,deoo-wol ,fvertgaot 3 Ulzemmoces et at sonta 


as 


davonsie .sorlsvovbexg Lemsdive tts x00 -Smomrevor ethene 2 


ewmsluotras Letod ia ‘te ogstusereq iisme 3 ab at ae ins 


sit of baftiias ef aba freteoW to .nosv0ub0%g 
at coksoubon SAHE LUSTER. ‘tadto as oousdatoes ous 
ee azetaen 

ont to yiaterbat sictuitlaniane bas tigel off 
end at uliusivottvasq ,sidaviod detting te soteaas 
‘to semmeb omee exis bevotde gon ea .veilav negenex0 
ev sel attoouborg [suudivoitas sedge dsdd wa2ueqeoxg 
edt at sermeb tsscel to tedsetg s od beostueqxe 


aso lo ameldotg tojem etfs te ead ,bolgeq anv-te0q 


ets 
$$ TL LT 


ateteai bas siatertd of Lved anor eid at yatsubat Sheree 

od nicolteeimmio) sit spay eiadeete ow edoxem astbsas 
eldstexev bis thertt offs of eonasaleas sslimte baemmooet 
ent yd beyotns ak denis sidapiod detd ba to azeoubonq 

bas seontvert oLinelea ond to eteouborq Tequdluotage 
seitter{ eft to axsovbotg nbere end tot sescniee at dobeiw 
iam to aoteasqxe ‘errobauemond S maaboit. mia oxedT rida. 


> Sagire 7 c Pa a ~~ ae | i- 


iuog odd at nana Landuoo at aotsosbon 
bu ®'-Sea bE Je yg iis fati2 


“& o iy ers i] 7 
j 


< 
ANGUS, STONEHOUSE & CO. LTD. 6110 
TORONTO. ONTARIO 


war period, protected as it is by our national tariff 
policies and stimulated by defence spending and paid 
for by the consumers and taxpayers of the nation. 
The outer regions are entitled to participate in this 
mass market. We cannot continue to buy if we do not in 
turn geli. 

To overcome the geographical difficulties 
which affect the Canadian economy so seriously requires 
the firm hand of national leadership, having due 
regard for the changes which are taking place in our 
regional economies. Certainly as our population “piel 
creases and a degree of diversification is developed 
the need for ingress into Central Canada may become 
less important. This is, however, not the case today. 

National policy must change with the times. What 
is good for Canada and the Province today may be 
inappropriate tomorrow. At this moment in time it is 
obvious we must rely on our railways as the basic 
transportation plant of the nation. They are the 
lowest cost and most efficient method of moving bulk 
commodities to market over long distances. Long distance 
movement of all basic commodities is fundamental to 
Canadian economic development, in fact just as fundamenta 
as the grain movement is to the economy of Western Canada 
Thus the concept which motivated the creation of the Roya 
Commission, and I refer to Acting Prime Minister Green's 
statement of November 26th, 1958. 


"This study will include not only comprehensive 
consideration of the railway freight rate prob- 


lems - including the situation of the long 


haul provinces in the West and in the Atlantic 
region —- but also other specific problems 


which require solution if Canada's railways are 
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to serve the national interest without 
prejudicing particular industries or areas" 


must be developed by the Commission because of the 
fundamental issues involved, 
These issues are: 


(1) The rapid development of the most economic 
and technically efficient rail system, 


(2) Theélimination of statutory regional dis- 
crimination which inhibits west-east move- 
ment of commodities. 


(3) Relief for such freight traffic which has 
been bearing an undue burden as a result of 
publie pelicy. 


(4) The elimination of horizontal percentage 
increases, 
(5) The establishment of the basic costs of rail 


movement by major commodities and by route, 


(6) Compensation to the railways for unremunerative 
| ' services which are in the public interest, 


(7) Co-ordination of transportation services to 
reduce costs, 


I should touch briefly on the problem of 
"other income." There can be no doubt in anyone's 
mind that grants to railways were necessary to push 
forward national development. Moreover, in the post 
World War 11 years the Canadian Pacific Railway has 
done exceedingly well on the proceeds of Crown Grants, 
When we realize the forests on the E & N lands are worth 
over $100,000,000 we can appreciate the dimensions of 
the problem, The question is should these assets be 
considered as rail income, In view of the changes in 
the grain rates which the railways are asking I think 
the time has come for a review of other income, The 


Canadian Pacific Railway was a creature of National 
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policy and its role is the same today, The national rail 
systems cannot be separated from the political and 
ecqnomic development of Canada, It may be that the 
proceeds from land and minerals acquired as a result of 
national policies should now be considered as rail in- 
come, 

I should also like to comment on the disposi- 
tion of any subsidy recommended by this Commissinn to 
the railways for losses on the movement of export grain 
or any other unremunerative service, 

We have heard the propositions of the C.P.R. 
and C.N.R, that a subsidy be paid into the general 
revenue of the railways. In short, the railways would 
be the immediate beneficiaries of the largesse from 
the public purse - the taxpayers! pocket. What about 
the shipper who has paid round after round of percentage 
increases - watching the erosion of his atstant markets - 
because of losses suffered by the railways due to public 
policy or managerial indiscretion? 

The Province of British Columbia believes 
that any subsidy recommended or . awarded must take into 
consideration the "captive" shipper primarily and the 
"long haul" shipper who has some competitive advantage, 
Only thus will the full intent of the terms of 
reference be fulfilled, 

We insist most emphatically that if a subsidy 
is recommended by this Commission to compensate the 
railways for work done in the public interest, then 
the shippers who have borne an undue burden of freight 


rates due to the aforementinned losses must receive a 
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downward adjustment in rates, 

Before closing I would like to say something 
in respect to the Pacific Great Eastern Railway owned 
and operated by the people of British Columbia, For 
many years this railway was held up to eidioule by 
other railways in Canada as one which started nowhere 
and ended nowhere. Today it has become an integral part 
of the rail system of Canada - connecting with the two 
major Canadian and three American lines at its southern 
terminal, with the Canadian National at Prince George 


and the Northern Alberta Railway at Dawson Creek, 


Here, gentlemen, I might direct your attention 
to a rather large map which has been distributed, I 
understand, to all, which illustrates graphically, 
by graph map presentation, the actual connection of 
this railway. The railway is indicated in red on the 
map, and the inter-connections are quite apparent as 
a result of the local study, 

This railway serves the vast cental Interior 
of our province, famous for cattle raising, iumber and 
mining and grain farming area of the Peace River 
District, the centre also of the rapidly developing 
petroleum industry of North-Eastern British Columbia 
Not only has the extension of this railway, built 
on the credit of the people of British Columbia, given 
a great impetus to the economy of this Province, but I 
think the following table will convince you that it 
has been a great benefit to the other railways of 


Canada, 
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LOADS DELIVERED TO CONNECTIONS 


North Vancouver Pr. George Vancouver Dawson Cr, TOT 
C.N.R. C.N.R. C.P.8, GRR, N.A.R, To Connec. 
1959 1785 13807 8474 264 32,24 
1958 4319 6378 8545 7 25,14 
1957 2244 5783 8440 18 ,84 
1956 9534 13322 22,85 
1955 8077 12098 20,17 


LOADS RECEIVED FROM CONNECTIONS 


North Vancouver Pr. George Vancouver Dawson Cr. TOT 

C.N.R. C.N.R. £-PR. oo G.NRy N.A.R, From Comnec, 
1959 1711 836 3933 552 7,04 
1958 1417 843 4950 18 4,20 
1957 2538 678 5479 8 ,69 
1956 77 997 11361 412,73 
1955 399 7089 7,48 


Source: P.G.E. Traffic Dept. 
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The bulk of the traffic originating on the 
Pacific Great Eastern is forest products destined for 
the United States, Eastern Canada and some to the | 
Prairie Provinces, This is all long haul and lucrative 
traffic for the Canadian Natinnal and the Canadian 
Pacific Railways. 

If a federal subsidy is to be granted to the 
railways in order to assist the movement of traffic, 
the Government of British Columbia is of the opinion 
that the P.G.E, is entitled to share in that subsidy on 
an equal footing with the C.P.R. and the C.N.R. This 
should be the case whether the subsidy is granted for 
specific commodities and movements or for any bier: 
purposes such as unremunerative services or a general 
reduction of rates, 

I have endeavoured by these informal remarks 
to indicate the lines of thought to be developed by 
our counsel for the consideration of the Commission, 

I hope most sincerely that our submissions will prove to 
be helpful, All facilities of the Provincial Government 
are available to assist your Commission in its studies, 
May I assure you that your presence in British Columbia 


is warmly welcomed by all in the Province, 


February 22, 1960. 


R.W. Bonner, Q.C. 
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THE CHAIRMAN: Thank you very much, Mr. Bonner, 
for your welcome. We have perused the submission and 
it represents I would say, a great deal of home work 
on the part of somebody, and those who prepared it can 
rest assured that it will be subject to searching 
examination when the other submission is presented. 

Now, your submission was merely preliminary, 
and we thank you for your introduction and for your 
welcome. 

MR, CUMMING: I think, Mr. Chairman, in 
the light of what you have said and the Attorney General's 
remarks, we understand -- as has been pointed out - that 
Professor Hughes will be presenting the detailed submissio 
of the province on this part of its case, and will be 
elaborating on what Mr. Bonner has touched upon, and in 
the light of that I propose to reserve any questions we 
might have for Mr. Hughes. 

MR. HUME: I have no questions, but I would 
like tothank the Attorney General as the representative 
of the Government closest to me for the very wonderful 
weather which we have been enjoying, and which Commissione 
Anscomb has assured me is quite normal. 

THE CHAIRMAN: He has been telling us that righ 
along. 

MR. DICKSON: May I also thank you for the 
weather but I don't want that to be taken as any 
reflection on the Winnipeg weather, but I must say that 
we did enjoy yesterday. 

CROSS EXAMINATION BY MR, DICKSON: 


Q. Mr. Attorney, may I also say that I have 
read the whole submission of your Government, part one, 


and I am satisfied that it will make a very real and 


<czemtet feta Cleve esw eronrenar Ov orolt ve nelaee 
| THO tot bare notdosbonnt Arey, Oe nor sine? ow 


ay : bak _.* 
. 
wi | 
iy 


rey cist bet. i, inal I : DAL D oe =r, Pos 

ig? Iseonsd yontovdA ort bars bisa ever HOY dsc to aaight odd | oe 
gadd - 0 bovatog wane asd as ~~ bastersbay ow | gil 
fioleetindia belisteb ott gotdaseenq ed fitw nortan nogestord | jst a 


ty hg 
i 
win 


ed fftw bere eee att 46 seu etad ne santverq edt ‘te | 
at bas .wogu Bedonod asd vanncd .iM t¢edw ao gaiiarodste | 
ow anolteaup we svreset od seogoT” I ded? to delgt lt ori? | 
|  eoriguh .M set evad diate | 
bivow I ted ,agetdsesp on sved I :SMUH . AM | : 


7 


ovidetnonanqor odd a8 IsroneP yentotsA ond ter gstt oF eat | Ist 
iotrabnow yxr9v end sol om eo Jasaolo dromatevod osid haa jar a 
enoleetmmod dofriw bes eBorvotas need evsd ow ftoldw rodidsow | lor a 
Leno stivp ‘at om hecnaie asd disooesA! los . x 


tla tsad en gatited geod wel of :MAMATAHO BHT” : sd Its in 
-gsotey 

oft 0% wox Mead? oels E. vat sMOCHOIG AM. Opole ' <i 

leg 1 


Yas en nosed od oF Sects dasw i'sob I tud, xodisow < 
tedit yse venus I dud .seddsow yogtaniW. edd no sottoerten |M# ao 
.esbredesy yobne Srp ow/es 


sMOGHOLG im fa WVOLTAMIMAXS B20H9 ji, e. 
7 7 


7 ay ted “an ee 
iy * si Pu 
A o F i 


oer I tadd yeu cals I yen. cemotdA, ont yn a ae 


ee i's 


‘etto d18q _deromartoved "TUOX to soteatmdue efodw odd sa 


ce 


bos fen ytov 8 oxlsm cine tt dedd bargain beh le male 


: fi, ei 
4 , 7 
i ; : ih a 


Bonner cr-ex 6117 
( Dickson) 


. ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 


Significant contribution to the work of this Com- 
mission, 

There are just one or two points I would like 
to ask questions on, if I may, by way of clarification, 
recognizing as others have said, that you will be 
elaborating on this and there will be further evidence 
and opportunity for cross examination. 

On Page 1 of your submission, Mr. Bonner, you 
speak of the export grain rates and other unremunerative 
services performed by the railways, and a similar 
remark appears on page 6, 

You would recognize, I trust, sofar as this 
Commission is concerned, that the question of whether 
or not the export grain rates are remunerative is one 
which is still facing this Commission; one side has 
been presented and the other side has still to be 
presented. You recognize that? 

A. My understanding is that the railways are 
yet to furnish evidence on this latter point, 

Q. And the railways have presented certain 
cost material,and cross-examination on that is still to 
come? 

A. Yes, 

Q. Now, on Page 4 of your submission, the 
first paragraph on Page 4, you say, "We strongly urge 
the Commission to recommend similar assistance to the 
fruit and vegetable producers of British Columbia 
that is enjoyed by the agricultural producers of the 
Atlantic Provinces and which is proposed for the grain 


producers of the Prairies."" Now, what do you mean 
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by “and which is proposed for the grain producers of 
the Prairies"? 

A. British Columbia has heretofore expressed our 
views on the low grain rates for the Prairie Provinces, 
and it may well be that these are best accomplished 

by a subsidy rather than any other statutory means 

of holding them down. 

Qe You do recognize that the Prairie Grain 
Producers are not asking for anything and they are 
requesting that the status quo continue; relying on 
the Crows Nest agreement and the 1925 legislation , 

A, The submission on behalf of the status quo may, + 
Some in fact, amount to a proposal. 

Qe But that is the position? 

A. Yes, 

Qe Would you also agree that the economic 
position of the Prairie Grain Producer has not improved 
over the past few years; in fact, it has deteriorated? 

A. I am not aware that that point has been 
examined, but I understand that is a submission, 

Q. Would you agree thateprain falls within the 
category of the bulk commodities to which you referred 
at the bottom of Page 4, and basic commodities? 

A. Unquestionably, 

Q. And that it is in the national interest to 
encourage the free movement of commodities such as you 
mentioned? 

A. All commodities, including those from 


British Columbia. 
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Q. Quite, Now, on page 5, you mention in 
item (2) "the elimination of statutory regional dis- 
crimination which inhibits west-east movement of com- 
modities," Is that a reference to the one and one third 
rule? 

RY It is primarily a reference tofhe Bridge 
Subsidy, which we feel has an inhibiting effect, 

Q. On page 6 you say, "We have heard the 
propositions of the C.P.R. and C.N.R. that a subsidy 
be paid into the general revenue of the railways". 
Are you familiar with the fact that the Canadian Pacific 
Railway proposal relates to a relief from income tax 
rather than an outright grant? 

A. I am not aware of that point. There has 
been a good deal of public discussion which has been 
before the Commission,and which has been before the 
press, and I haven't,frankly, distinguished in my own 
mind between the two. 

Qe Will your province be representing itself 
on this matter of the income tax proposal? 

A. Yes, 


Q. Thank you. 


CROSS EXAMINATION BY MR, DOHERTY: 

Q. If I may, Mr. Bonner, I would appreciate 
directing a few questions to you for the purposes 
of clarification on these matters in issue here that I 
am just not too certain on. 

On Page 2, Mr, Bonner, where you are referring to 


the movement of lumber and the fact that while there has be 


a 


me wf f Shy eet, | CY ae 
sp citaamemy eg oroouas ot RE 
stdkdnt we end Ceon-ow slotipebreaee | F 
titiqmiie inn: ~ sel 
ybtedire © Yott \A\M.0 bes AUTO SHY Ye enoteneoqotq | 
"ayanttes ot ‘to eunever fsxemeg eid ovat Btaq’ od bead 
otttosd dethensd ont tant toet selina daiaiineameeatel soy, Sth 
‘xed emoont dot tetfes s of sedefes Eesoqong yvewkten | 
¢tisty digheteo as weit tedden i 


esd sted? .datog ssag to etsws tod nie I A 
feed asd doidw sokeanoeth offdug to Le6b boos & need 
sit sroted awed aaci dotdw bas, cotes timo) said eto ted 
awo vin ui deteatugatderlh  Viriaes? 3d aeved I ban ,asetg | 
— ond asewsed Detin 
tleati satiaesesqet ed esatvorg tNeyY ntM “9 


S£ss0oqotqg xst smoont ee to tediam etdd ao 


a 
‘ 


saeeidiins _— I _xonod a <a I on re 


eszogttvy oad x02 wOY os eaotdeeup wet & gattooxte | 


“os! 2a) OP. erie sae 


I sedd sued ovat at anedsen osed 0 ae | 
bas 


mo Wkatass oof goa dext i 
ithe hh eo Se ees: SRANOEA Ts: 

oe 10 | | 

asd ered of Lew Yo 3 rom end | 


, : . Ae 


a f 
DS nel 


a SRB RABRE So a 


2 ae. 


6120 


* ANGUS, STONEHOUSE & CO. LTD. Bonner er, -@X 
TORONTO, ONTARIO 
(Doherty) 


1 a 70% increase in lumber production, that the actual 
2|| movement to the east has not be euichentier as you 
3|| may have liked, 

4 Could you tell me what your position is 

5| with respect to shipping lumber to Saskatchewan; has 


6| the movement there been substantial? 


7 MR, BRAZIER: These figures Mr, Doherty, will 
8] all be presented in the British Columbia brief or by 


9| the Lumber Associations, I think, I don't think that 


10 the Attorney General would have any knowledge of 
11 actual shipments, 

ue THE CHAIRMAN: I think, Mr. Brazier, your 
Is submission is quite complete and covers the whole 
os waterfront, 

iS MR, BRAZIER: We do hope toa make it so, 
16 


MR. DOHERTY: . Q,On Page 3, where you are referring to 


a the fact that only 20.6 per cent of your east-bound 
i transcontinental traffic was eligible for the bridge 
19 


subsidy, and what are your reasons for that? Can you 
indicate the reasons why only 20.6 per cent is covered? 

A. Simply the nature of the traffic; it 
either qualifies or it doesn't, and we had only 20 per 
cent which qualified, 

Q. It would be, perhaps, an agreed charge 
or non-competitive rates? 

A. Something like that, yes, 

Q. So that if that traffic had all been 
moving at, say, class rates, it would have been 
eligible for the bridge subsidy? 


A. Yes, that would be correct, 
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t MR, BRAZIER: The rates would be so high that 

2|| nothing would move, 

3\MR, DOHERTY: .Q. Would you not agree there is some advantag 
in the type of movement that you did have; that was a 
better rate than would be the class rate? 

A. I think in our submission we will show 
that our situation will be much improved by the elimina- 
tion of the bridge subsidy and a totally different 
approach; that is the point we intend to develop later, 

Q. In that same paragraph you refer to 
certain competitive advantages; what would those 
advantages be? 

A, Well, ordinarily we would have the 
advantage of transcontinental rates, which are dictated 
in a large measure by sea traffic and American com- 
petition, which would be open to us by way of alternate 
rates and shipments, 

Q. Those are certain advantages? 

A. That is right. 

Q. Now, at the bottom of Page 3 you use 
the expression, "the same assistance as other agriculture 
production in Western Canada," and the whole sentence 
reads, "Our agricultural production, although it is a 
gmall percentage of the total verkbeleived production 
of Western Canada, is entitled to the same assistance 
as other agricultural production in Western Canada." 
What have you reference to there? 

A. We have in mind the actual assistance 


afforded the grain traffic by a variety of historical 
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facts, and agriculture is agriculture whether it is 
grain or apples, and we. would Dike »:. to see the situatio 
totally equated and not singleout grain, if that/ ‘to be 
put forward in the national interest, 


Q. You use the same expression on Page 4 


and I believe Mr. Dixon mentioned it-- "similar assis- "|: 


tance ."? 

A. Yes, 

Q. When you are speaking of the average 
movement, are you speaking of it moving internally; the 
domestic movement? 

A, Yes, 

Q. And you are comparing that against the 
export position of grain, is that correct? 

A. It is the comparison used, 

Q. And you are suggesting, then, are you, 
that the free movement to the domestic market should have 

the same type of assistance as the grain moving | 
to export market? 

A. Our point there is that agricultural 
commodities should be given the highest degree of 
fluidity in the country, because across the country 
there is a sa aaa and serious amount of competition 
from American Producers who have the advantage of 
season against us. We have to give the agricultural 
people a break in our own markets to the greatest 
possible extent, That is the basic plan involved. 

Q. Did you have in mind, in making that 
statement, that the grain moving to the west calls 
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for domestic consumption and that it /move at domestic 
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rates, 

MR, BRAZIER: No, I don't think so, 

MR. DOHERTY: .Q.I am sorry, I didn't get your answer, 

A, The answer is no, 

Q. On Page 6 you say," It may be that the 
proceeds from land and minerals acquired as the result 
of national policies should now be considered as rail 
income," 

You are suggesting, I take it, that the 
Commission should give consideration to these assets; 
you are not making any definite recommendation, are you? 

A. I think the examination is entirely 
appropriate at thistime because of the suggestion of 
compensation for so-called unremunerative service which 
may be performed in the national interest, 

The land grants were given to get the railways 
under way, and it may be that in considering the 
problem of from what source these unremunerative rates 
Should be initially compensated, that these land grants 
and the income from them should be taken first into 
account, I don't think we are offering a categorical 
answer to the question, but it is one on which we 
believe fresh review should take place. 

Qe And you are speaking there only from 
the proceeds of land and minerals; there are other 
assets. too, of course, and have you taken a position 
with respect to those or will that be dealt with later? 

A. It will be dealt with later, but egkently 


the problem is this; the land grants were given for a 
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specific objective, and the fact that the railways 
may have gone into other business subsequently was a 
situation which was made possible by the subsequent 
profit, but not necessarily in contemplation of the 
original grants and if there is a logical line of 
distinction I think it has to be in recognition of 
those two situations. 

Q. May I just ask one further question on 
the disposition of the subsidy. As I understand the 
recommendation here, the suggestion is that when and 
if the subsidy is given, that the amount of the subsidy 
be used for the purpose of reducing rates 2° vcd 
to the people who have borne an undue burden. Do you 
have in mind that the whole subsidy be used for that 
purpose? 

A, No, but I think the purpose of the 
subsidy - in fact, the only justification for giving 
a subsidy in the first place is to achieve some national 
policy and some policy which involves equity to bei y pare: 

I don't think that it is a subsidy granted 
simply to prosper the railways in respect of their 
general difficulties, of which there are a great 
number, and if it is to be established -- and) I think 
it may be - that in the immediately preceding, years 
that a small portion of traffic originating on the line. 
has nevertheless borne the major portion of these 
horizontal increases, and for that reason I think that 
any national subsidy has Eo take that basic fact into 


“aecount, and rather than leave a subsidy simply to the 
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generous application of the railways I think that the 
subsidy has to be offered by the Government of Canada 
with ' certain specific objectives in mind in: 
which the fortunes of the railway would be significant. 

Q. Would you have in mind that that would 
be a statutory saavnei das 

A. Well, wise are a variety of mechanics 
to work it out, and it may be that that could be best 
carried out under a statute, but I think that would 
prove to be inflexible, however, and I would rather 
see a subsidy applied as a result of some equity and 
perhaps from year to year measured over a period 
of years to restore the equity to the total picture, 
and I am certain that the Parliament of Canada in 
session can dar Veriite on this and decide on it 
expeditiously just where the subsidy should apply. 
if it is to be granted, Parliament should spell it out 
and the Board of Transport Commissioners should be 
eshipewewad to put it into effect, 

In other words, I don't like to suggest that 
we put it, hard and fast, into a statute, because I 
don't believe that statutory provisipnns, other than 
objectives, can beusefully spelled out, 

Q. You would think there should be a certain 
amount of flexibility in it, 

A. I believe so, yes, 

Q. Thank you, 


MR, FRAWLEY: I have no questions, 
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CROSS EXAMINATION BY MR, MAURO: 

Mr, Minister, my name is Arthur Mauro and 
I represent the Province of Manitoba, 

On Page 3, Mr.Minister, in the first complete 
paragraph, you say, "Fish in British Columbia travels. 
three times as far as fish rage Maritime Provinces 
which is assisted by a 30 per cent subsidy." 

Now, Mr, Minister, as you know the Province 
of Manitoba have a small but important fish industry 
for this province and it is 1,400 miles closer to 
central Canada than British Golumbia, and our rates 
are still higher than British Columbia, and I wondered 
whether in a truly equitable approach to this problem 
that the Province of British Columbia would strongly 
endorse the position, which also recognizes the 
inequity in the present rate structure which imposes 


this higher rate on Manitoba? 
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MR, BRAZIER: I think that, probably, we 
would take that position if we were satisfied that the 
Eastern Canadain Market was important to the Manitoba 
Fisheries, that we are far from satisfied that it is 
important, and that you can sell yow fish elsewhere, 

MR, MAURO: Assuming we should decide whether 
it is important for us -- and I think the Premier of 
Manitoba told Mr, Brazier how important it was to us -- 
and if it is, I take it from what Mr. Brazier said 
that British Columbia wold support the positinn of 
Manitoba? 

A. I take it we have certain factual 
se chewable ea beeiele not going to ask for equity our- 
selves and deny it to others, 

Q. Then, on Page 4, the first complete 
paragraph: 

"We strongly urge the Commission to recom- 
mend similar assistance to the fruit and vegetable 
producers of British Columbia that is enjoyed by the 
agricultural preducers of the Atlantic Provinces and 
which is proposed for the grain producers of the Prairies' 

Would British Columbia recommend that: the 
present export rates on grain be made applicable to 
domestic movement: of grain? 

MR, SINCLATR: I would not say that matter 
is within the terms of reference, is it? 

MR, MAURO: I don't agree with RPAS <OMARORANS.; 

I don't think there is anything inal a the 

pene of reference that denies this Commission the 


right to consider what the Honourable Attorney General 
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wee pe* 


has suggeted, 

‘THE CHAIRMAN: All you are asking is his 
opinion, 

MR, MAURO: And to try and clarify this 
paragraph, 

THE WITNESS: Our position is, British Columbia 
has only one objection to the domestic grain rates on 
grain coming to our Province.Howfar we can reconcile 
that/fobjection with the facts of the matter will have 
to be left to more detailed examination, 

Q. What you are suggesting here is that 
the present export rates on grain, or something similar 

domestic | 
to that, be applied to the/movement of fruit and veg- 
tables? 

A, Something approaching that. 

Qe I wonder if you would, have.ijyour advisers 
submit, at some later date some rates on fruit and 
vegetables to U.S, destinations with rates to Canadian 
points of comparable mileage? 

A. Yes, we will be glad to do that. I 
think we have had this material before previous inquiries, 

“ On Page 6, Mr, Minister, the third 
complete paragraphs 

"The Province of British Columbia believe 
that any subsidy recommended or awarded must take into 
consideration the 'captive' shipper primarily md the 
‘long-haul' shipper who has some competitive advantage," 

I wonder if you would mind clarifying and 
expanding that? 


By “captive" I assume you mean the class and 
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non competitive commodity rates? 

A. Yes, that is basically the case, 

Q. And then you move on to the long-haul 
Shipper who has some competitive advantage: I wondered 
what you meant by that? 

A. We have had some advantage shipping 
when we take into accqunt the trans continental rates, 
but the whole situation has not redounded to our ad- 
vantage. It is involved inthe submission which we 
intend to make later involving the — cost-of-service 
principle in rate making, and we believe this principle 
if we can define it sufficiently, has not been taken into 
account to our advantage as a long haul shipper. 

Qe Rather than actual competitive rates 
themselves, sort of based on a - cost-of-service basis? 

A, Basically so, yes. 

Q. You would not suggest that an agreed 
charge such as 95¢ on skelp from Hamilton to Vancouver 
should receive a subsidy? 

A. No, I don't think so, 

Q. This has caused a little difficulty 
Mr, Minister, because we can certainly understand and 
endorse assistance to captive traffic which has been 
taking the brunt of the horizontal increases, but we 
were somewhat disturbed by the long haul shipper who 
has some competitive advantage. 

MR, BRAZIER: I think, Mr, Chairman and 
Mentors, dPiwhe Commission, I could point out to Mr. 


Mauro that lumber being shipped from the Coast to 
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Toronto and Montreal markets does enjoy a competitive 
rate , competitive with the American rate from Seattle 
and Portland, That gives us a rate somewhat lower than 
the normal rate we would pay were it not for that 

Sean iit ei ea, It still does not give us a sufficiently 
low rate that we are able to sell as much lumber as 

we wold like to sell in the Eastern market, 

MR, MAURO: I think, for those of us from 
the Prairie Provinces, it would be interesting - and 
I assume at this later date - to see the application 
of this cost of service principle on either competitive 
rates, and to have defined for us those traffics which 
are listed under a shipper who has some competitive 
advantage, 

THE CHAIRMAN: In your main submission, you 
cover all this in detail? 

MR, BRAZIER: Yes, 

MR, MAURO: I wonder, Mr, Minister, for 
information please, if you could tell me the three 
American lines that the P.G.E, joins up with? 

A. Milwaukee; Great Northern; and Union 
Pacific, 

Q. And could you tell me whether those 
lines are listed on Page 8? 

A. No, they are not, 

Q. Is there any traffic going from the 
P.G.E, down to the American Lines? 

A. Yes, a considerable traffic, 


Q. Will this scale on Page 8 be completed? 
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A. These were scales intended to show 
our domestic situation; not the international situation, 
I am sure we can furnish the information if you wish 
it. 
Q. Yes, it may be interesting to show 
us this competitive position, 
A. Yes, we will prepare a subsequent 


memorandum, 
CROSS EXAMINATION BY MR, SINCLAIR: 


Qe Mr, Attorney General, my name is 
Ian Sinclair and I represent Canadian Pacific, and 
I am not at all confused even though I am basking in 
the beautiful weather of Victoria, 
First of all, I would like to ask if you 
would look at Page 4 of your submission where you say; 
"At this moment in time it is obvious 
we must rely on our railways as the basic transportation 
Plant of the nation," 


You would agree that railways must be maintained 


in a financially sound position to provide essential 
transportation service to Canada? 

A. Certainly, railways have formed the 
basic transportation service of the country, 

Qe And to do so they must be financially 
sound? 

A. One way or another, 

Q. And in your recommendations to this 


Commission, and in those they make pursuant to the 
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direction of the order in Council, the financial 
stability of the railways must be a major factor in 
their considerations, to a degree? 

A, Yes, you cannot discuss it without 
taking that point into consideration, 

Q. At the top of Page 4, that paragraph 
that so many of my friends have asked you about, is 
it the suggestion of British Golumbia that the farmers 
of the Okanagan pay the freight chargeéon their ship- 
ments to he Prairies? 

Ay T am sorry; would yeu rephrase your 
question? I am not certain of the point you are trying 
to get at? 

Q. I am trying to ascertain whether it 
is the position of the Government of British Columbia 
that shippers in the Okanagan pay the freight on goods 
shipped to the Prairies? 

A, Well, that is a point on which I 
think there is disagreement, I believe the fruit 
producers are going to make a brief presentation to 
the Commission to deal with that point specifically, 

Q. If they don't pay the freight, then, 
obviously, your suggestion here about having some type 
of transportation here would not be applicable? 

As I think you get into an argument on 
sematics when you ask who pays the freight, 

Q. I do know this, and so does the Com- 
mission, that it has been suggested to this Commission 


in the Prairie Provinces that they pay freight on 
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everything they ship and everything they receive, 
Now, If somebody from British Columbia is going to 
suggest that the people in the Okanagan also pay the 
freight, I just want you and the Commission to know 
that the SUT hay only gets paid once, 

A. I had no illusion that the railway 
only gets paid once, I had no illusion you were collect- 
ing twice, It is a question of who bears the burden 
and it is paid by someone, 

Q. Would you agree that freight shippers 
in the Okanagan do not pay the freight? 

A. I think it may be argued that they 
take a lesser return in acknowledgement of the freight 
charge, 

Qe That is the same as paying the freight? 

A. Yes, I think so, 

Q. Then, you would not agree that people 
in the Prairies pay the freight on the apples, peaches 
and cherries and other fruit they get from the Okanagan? 

A. I think that is a point intended to be 
humorous rather than useful, 

Qe No, it was put forward not in a humorous 
way, but in a factual way to this Commission. 

A. Counsel has directed my attention to 
an extract. from the report of Royal Commission on the 
tree fruitsindustry held in this Province and concluded 
in 1958, I realize the point which Mr, Sinclair is 
trying to make, and I think the Commissioner's view 


on this may be read into the record usefully. 
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"Some growers urged that B.C. Tree Fruits 
should establish its own system to the Prairies, This 
would be econiomic today, only if some return load could 
be assured but if further increases are allowed for 

rail transport, the Board of Governors should review this 
possibility promptly. B.C. Tree Fruitgéannot afford an 
increase of the type proposed by the railroads. The 
requested increase would amount to 14 to 20 cents in 

the major markets for British Columbia tree fruits, 

and in view of the competitive situation described in 

an earlier chapter, it is likely that this increase would 
be deducted from the present income of the grower," 

That was the point I was trying to make, 

Mr. Sinclair, as to who bears the rate. 

" This would go far to destroying the industry. 
The Commissioner strongly urges the Industry and the 
Provincial Government to make more vigorous representation 
for the exemption of this industry from further rate 
increases on British Columbia tree fruits to points 
east of the growing areas of Penticton and Kelowna". 

That is basically our view here, That is a 
problem we wish to point cut, Whether we can agree on 
the sematics of that --- 

MR, BRAZIER: For your information, Mr, Sinclair, 
that quotation is from Page 489 of the Commissioner's 
report, 

MR, SINCLAIR: Mr, Attorney General, the 
fact is this, that the competition in the Prairie 


market for fruit and vegetables from the Okanagan and 
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1 lower mainland was from the United States? 
2 A. Yes, there is serious competition, 


3 Q- And there is a customs tariff to 


4| protect the Canadian market for these B.C. shippers? 


5 Ae T am not certain how effective that is. 
6 a, But there is a customs tariff? 
7 A. Factually there is a tariff, no doubt 


8| with that question in mind, but I question its efficiency, 
9 Q. It may be that that tariff requires 

10| revision for further protection under the existing 

11| cireumstances of the Okanagan shipper; is that your 

12 suggestion teo? 

13 A, < suggest there is something wrong 

14/ sn the situation of rates which makes it possible for 

IS! us to ship fruit into a state south of Manitoba and 


have it trucked back into Winnipeg cheaper than we 


17 ean ship it directly to Winnipeg, 

18 Qo Did you know - and I am instructed 

19 this is a fact - that rates into Prairie points from 

a" Okanagan points are favourable for the shipment against 
21 competition, leaving aside any tariff? 

A, I think Tree Fruits will express themselves 
- more usefully en that point, 

= Q. What I am suggesting to you is that in 
* relation to the first paragraph on Page 4 of your 

s submission, in the last sentence thereof, that there 

a are differences in the situation in regard to the 

7 tree fruit industry of British Columbia and the export 
7 grain industry of Western Canada: you would agree with 
30 


that -- major differences between those twe industries? 
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A. I believe you can draw distinctions 
between them, yes. 

Qe Mr, Attorney General, on Page 5 you 
list the issues, Some of my friends have asked you about 
issue No. 2 and you have explained the view on that, 
Issue No, 4, the elimination of horizontal percentage 
increases; Any alternative, I take it, will be subject 
to a particular submission? 

A. That is correct, Yes, 

Qe You stated in your submission that 
land grants were made to get the railways under way; 
that was my note of your answer this morning, and on 
Page 5 you say: 

",.-Erants to railways were necessary to 
push forward national development," 

Would you agree that land grants were necessary 
aS a consideration moving from the Crown. to private 
enterprise to enable private enterprise to accept the 
risks involved in building railways? 

A. I believe that was seriously the view 
of the Governments of the day, but in relation to the 
land grants on Vancouver Island, the benefit accruing 
to the company for the sale of timber alone is about 
three times the initial investment, and was at an 
early date of its history, All I am saying is, that 
whereas it was a fact that the Governments of the day 
felt a doubt on proper ground that they had to bonus 
the railways to get them underway, the bonuses involved 


were substantially greater than the risk turned out 
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Qe In other words, what you are sugges ing 
is that the people having earned these grants by 
completing their contracts, nevertheless that those 
contracts are to be renegotiated notwithstanding the 
fact that they were fully discharged? 

A. It is not a question of renegotiating 
anything. It is a question of whether or not the 

' 
other income... arising through these grants should be 


structures 
taken into account in connection with rail rate-making/ 


Qe But if they were the aksolute property 
of the people who acquired them by undertaking the 
risks, to use them for a purpose such as reducing 
freight rates rather than for the purposes of the 
people that owned them, that would be a renegotiation 
of them, wouldn't it, Mr. Attorney General? 

A. When the Board of Transport Commissioners 
decided initially not to take other income into account, 
I don't think they renegotiated anything. I think 
they thought they were reconstruing the situation 
at that time, Whether that is correct or not, in view 
of the present plight of the railways, I think is 
a proper question for review. 

Q. It would not be the position of the 
Government of British Columbia that property of a 
eitizen should be confiscated without due compensation? 

A. I don't think we are discussing com- 
pensations for expropriation at this point. 

Qe I would like to know if you don't mind; 


could you assist the Commission by telling them whether 
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the position of your Government would be that there 
would be no confiscation of property without due 
compensation? 

A. I believe the Commissioners may take 
judicial notice of the statutes of this Province 
which provide for compensation, 

Q. And you would not support any legislation 
or action that had the effect of confiscation without 
compensation? 

A. No, 

Q. Or acquisition without compensation 
or, in fact, confiscation of property? 

A. No; that is a repugnant principle. 

Q. We would have a number of questions 
to correct those that are responsible for your full 
submission, and I do say, along with some of my friends, 
that I have had an opportunity of reading it, but 
maybe not as closely as I should have, and I must say 
there are a number of matters in there that the railways 
agree with you on, and a number of matters where they 
find it difficult to follow the same course, 

However, I do thank you, 

BY MR, GOBEIL: 

Q. My, Minister, in a reference to a questinn 
asked by Mr. Doherty, you answered that if a subsidy 
is given for grain tothe railways that such subsidy 
should not be put in the general funds of the railways 
but that it should be applied to reduce or eliminate 


Some other burden? 


tdet ee ee a) | 
duos tiw: we Poemen ie 46 jootte edd Diet Sans mottos a | 


$mold senoquos 
a yo oe 
notteansqmon svodttw motdétetupas 10 & : { a 7 
¢\ydreqong to akiseurtes: ~Jost mt 10 he | 
.elatontta tosnguger 6 ef dats vom CA Be 
anotdseup ‘to ‘todmun 8 svenx bluew ew a”) ite 2 “tat 
ftv TOY tot sid Fenoqeet srs tant saedd yoexrtos ag os 
| Sboelst gor to omoe odtw anoks .¥se of I bas .notestndue |" | 
| Jud ; vf satbses to ytinudéroggo as bet eved T darig bo 
Nee Yeum I bas .evad biuore I es yfowefo as dom sdvem’ | 
 ayentiet oft terid event mt eredésm to dedmun 8 OTs ered? x 
ved? Sten ateddan to tedmsa 6 bas .ao0 voy Atiw serge ¥7 
| «8atoo ontse ont wolflot oF I£solYtES FE Batt e 
* Ley arent ob I ,tevewol . 
| es 
aOtveoup 6 69 sonsrs'ter 5 at _wedelnin mH ti 
eg 


ybtedue s Ut tedd bewewens voy , {dered wt vd beolas 
Whe aowe Fens ayawitee oot atsty tot nevis ef 
ayswitst eft to bast Leonor! ode af vq ed d6n otveil 
sdamimtie 0 soudss oF betfqas of Biuota ok asda vee 
are ere ibs | Sitobaua sete. once | Pv 
ihinr' ieee ; iat oe a, Me 4 ae 
fre Nee tat. eer. 
Laaft te. te ok, era 


* ANGUS, STONEHOUSE & co.Lto. Bonner, ° cr-exX 6139 
TORONTO, ONTARIO (Mauro) : 


A. My point there, Mr.Commissioner, was this, 
being 

that if the taxpayer of the country is /asked to give 
the railways a subsidy, there should be some aeénalian 
-- let me rephrase that; he is being asked to do so 
to correct some inequitable situation, The application 
of the subsidy to the railway situation can be 
variously applied, and I believe in terms that the 
implied objective of such a puneedy:. that the situation 
of a small group of shippers, who have been adversely 
affected by horizontal increases over the years should 
be taken into account, I don't think it is sufficiently 
Simple to put up "X" million dollars and say to the 
railways, "apply it as you wish’) because if it is 
gaing to be truly national policy it is the serious 
national objectives which have to be defined in terms 
of reference of regional difficulties, and, certainly, 
one of the regional difficulties in this Province has 
been the difficulty experienced by some of our long 
haul shippers of lumber in reaching other Canadian 
markets, 

Q. If the subsidy were applied to eliminate 
or reduce a horizontal increase, wouldn't it be just 
like Saying that the railways are receiving enough 
money to carry the grain, but since the horizontal 
increase is no good, let us have a subsidy of so 
many millions which will eliminate the horizontal 
increase, 

A. I am trying to recall how many horizontal 
increases have taken place; there have been nine, I 


think, since 1948, I am not certain how far back you 
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have to roll that thing to achieve the equitable 
result I have in mind, and to roll it back two or 
three times may not, in fact, produce a substantial 
improvement, and I think you have to be more than 
automatic in the roll backs to achieve the equity in, 


say, 1960, 
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Mr, Minister, I just want to ask you a couple 


of questions with principle involved. The first one is 
not principle, but I think perhaps you should clear 

it up, and that is, when you talk about the C.P.R. ‘timber 
grants on Vancouver Island, the C.P.R. did not get any 
‘timber grants; they were the Dunnsmere Trust, The C,P.,R. 
simply bought out a railway; didn't they? 

A. I agree. As a matter of fact, Mr. Commissioner, 
we are both familiar with the history in which these 
grants were initially conveyed by the National Government, 
and subsequently by the National Government to the 
promoters of the local railway, and the local railway, 
in due course, became a subsidiary of the C.P.R. 

Q. As long as it is clear, that is all. 

The other one is a question of principle which 
is causing me a lot of concern anyway, whether you were 
here or not, and that is; you now say and you use three 
words which may take you right out of the wilderness, 
and you say; "It may be that these lands and mineral . 
revenuesShould be used for rail income", 

Wild you tell me what you think, or how you 
think there is any date repehee in principle in the National 
Government of that day giving the Canadian Pacific, or 
anybody else who was willing to build a railway, certain 
lands, as long as they constructed rail to the Pacific 
Coast, they gave them so much land, Is there no difference 
in principle in the same and successive Governments giving 
thousands of settlers a free homestead, as long as they 


and 
work so many days a year on that homestead, /they finally 
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got title? What difference is there in principle in 
the two cases? 

A. I'm not certain that I can confine this 
to principle, but in giving free homesteads to settlers 
the object was to build up the country with people. In 
iving grants to the railway, it was to serve that 


nitial problem -- to serve the settlers, in other words, 


ho were located, 

Q. I agree with that, 

A. Whether or not it is correct for the 
allway to recelve what is in effect an endowment, go 
nto business, and ignore the income from the endowment 
Ss the question I pose in that remark, 

Q. But you would not suggest, would you, 
nd I am asing you, as the Minister of the Crown, you 
ould not suggest because I got a homestead for virtually 
othing -- I contributed something; I had to work so many 
ayS or so many months, whatever it is, and my friend 
rom Lethbridge would tell me -- and that land, 50 years 
ater, was valuable, you wouldn't expect me to make some 
ontribution because I got something for nothing when, 
alf a century later, it was worth something? 

A. No, I wouldn't, 

Qe In other words, there is a difference 
etween the two problems in your mind? 

A. Yes, 

Q. May I take you to Page 6, We are continually 
28 earing, "the work done by the railways in the public 
nterest", 


I haven't yet found anybody, in five months of 
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sitting, who can define the "public interest", but 
I will get it presently, perhaps. But you do say, 
and you say it pretty clearly, and my collegue Mr, 
Gobeil, has put it to you, too, that if the nation 
is going to give a subsidy -- never mind what the 
subsidy is for, whether it is loss of passenger revenue, 
anybody else's revenue -- in this case, it seems to be 
Crown Revenue -- if there is any loss, when that is 
analysed, then you want an adjustment of rates to the 
people who are supposed to have paid too much, 

LetS presume they have, I am not arguing that, 
though, I am simply putting this question to you, 
How can you reconcile that position when we are faced 
at the moment, or the Commission is faced at the moment 
with the problem of dealing with the railway problem 
across the nation; one railway lost a considerable 
amount of money in 1958, and about the same in 1959, 
so I am told; and the other one, with a couple of 
billion dollars invested, made about one or one and a 
half percent on its investment, If you are going to 
give twenty or forty million dollars in a subsidy, how 
much more are you going to solve the railways' problem 
if you immediately give that twenty or forty million 
back to rates -- rates to somebody else, 

Aren't the railways on Thursday in one bad 
plight, and on Friday still in the same plight, despite 
the fact the nation has been assessed by the public 
themselves, with this amount of money, presumably to 
be out of trouble, They wouldn't be here unless they 


were in trouble, 
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1 A, I think the question raised here is the 
2| sufficiency or over-sufficiency of the railway plant 

3|| of the country. 

4 When in your previous question you ask me 

5| to distinguish between the situation of the private 
settler and that of the railway, I must go back to say 
that I regard the railways, whether or not one may be 
private property, as essentially a sinew without which 
the country cannot exist, 

Now, whether it is under private ownership or 
public ownership is not immediately material; if you 
take that point of view, if private people had not 
come in to put in the C.P.R., I am quite certain some 
other means woitld have been secured to have that 
basic sinew put in the country, 

Q. If it had not, you and I wouldn't be 
here this morning, 

A. Well, I have the impression that this 
country would have gone ahead in spite of that. | 

Qe I don't mean that, We might be a Crown 
Colony, or you and I might be in Portland? 

A. The lilélihood is that the economy of 
the country would have been served north and south, 
instead of east and west, I agree with that. The 
basic fact is the country as a political unit cannot 
exist without this railway being here. As to the applicatian 
of subsidy, in the terms of your question, Mr. Commissione ; 
I think no answer is possible unless we go behind it to 
inquire into the sufficiency or over-sufficiency of the 


railway capital in the country, and I don't think we have 
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to be too sentimental about it. The fact we are dealing 

on one hand with a public owned railway system and on 

the other hand with a privately owned railway introduces 
conceptions which are less important than whether or 

not the railway plant serves the country as a whole, 

And it may well be that elements of the C.N.R. should 

be sold to C.P.R. to form a good and basic railway system, 
and certain elements of the C.P.R. should be discarded 

to secure that. 

It is entirely argumentative in my mind that we 
can separate the two lines, In other words, we have | 
competing situations where there should be one. Then, 
therefore, I find it difficult to be categorical about 
the reply. I only pienids this connection, that as 
long as we acknowledge that long haul transport is 
going to be a basic problem in this country, I don't 
think we should be sentimental about the fact that one 
railway is private and the other is public, 

I believe the object of the National Government 
should be to secure a useful railway system, even if it 
means a melting of the two, Once those two are melted 
or organized for their ultimate efficiency, which I 
think should be one of the objectives of national railway 
policies, then I think the problem of subsidy sensibly 
within that altered framework is more usefully approached. 
I don't think we can separate the two, 

THE CHAIRMAN: Mr, Bonner, everything you just 
Said indicates the complexity of this problem,and the job 
this poor Commission has to do, 


Thank you very much, Mr, Bonner, 
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THE WITNESS: Thank you, Mr, Chairman, I 
must say I do acknowledge the complexity of your problem, 
and I hope that I have not indicated otherwise at any 
time, 

THE CHAIRMAN: Thank you, Mr, Bonner, 

I think we will have a break now for five 


minutes 
---A short recess--- 


THE CHAIRMAN: Order, please, gentlemen, 

All right, Mr. Brazier. 

MR, BRAZIER: Mr, Chairman, the next brief is 
to be presented on behalf of the Victoria Chamber of 
Commerce, I have with me here today Mr, Fred Hawes, 

a past President of the Victoria ehanber”er Commerce, 
and at the sired ent time a Director of the Chamber, 

And with him is Mr, Carpenter, the Manager of 
the Chamber, formerly Assistant Manager of .the Winnepeg 
Chamber. of Commerce, 

Mr, Hawes will make a few introductory remarks, 
and Mr, Carpenter will then read the brief, with your 
permission, Mr, Chairman, and Mr. Hawes will answer any 
questions that Council may wish to put, | 

THE CHAIRMAN: Very well, Mr. Hawes, 

FRED HAWES CALLED: 

MR, HAWES: Mr. Chairman, on behalf of the 
Victoria Chamber of Commerce, may I express our appreciatior 
for having the opportunity of presenting this short 


brief today. 
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You will notice as we go along that we have 
not gone into massive tables and so on, I think the 
Province has pretty well covered these comparative 
schedules and statements, and, as an example, looking 
around the room today, I notice that there are 
a number of gentlemen here that were in attendance 
at the Board of Transport Commissioners a few years 
ago when we were obliged to take up the fight for 
Victoria due to the losing of parity with the 
mainland at B.C, 

You will remember -- at least some of us 
will remember -- that we had parity on class rates 
to Victoria for some fifty years prior to a few 
years ago, At that time, we were successful -- 
partly successful -- in getting a little break 
by the granting of two miles for one on the distance 
from Vancouver to Victoria. This, of course, 
assisted us to some extent on class rates, but 
we still have a real problem facing the City of 


Victoria and most of Vancouver Island. 
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Victoria has a tremendous problem in trying 
to attract and hold industry. By reason of our 
very desirable climate, of course, we are annually 
going to receive an increase in population, and we 
are having that. It is increasing tremendously, 
even without major industries, 

However, a few years ago we lost one of 
our largest industries to the Mainland, and there 
are rumours around that we possibly will lose another. 

Now, this increased population to us as 
businessmen in Victoria, offers a real problem 
and that is, the transport and movement of materials 
to and from this area, and we have to think about 
looking after our growing families that are bound 
to come along through our annual increase in population, 

Now, the Chamber's brief is small and 
pointsfut the problems we are confronted with, 

There are five points and there is one major recom- 
mendation which you will hear about as the brief 

is read, and along with that there are a number of 
secondary recommendations. 

At this time I will ask Mr. John Coppinger 
to read the brief, 

THE CHAIRMAN: Thank you, Mr. Hawes. 

MR. COPPINGER: Ib the Chairman and Members 
of the Royal Commission of Transportation. 

The Victoria Chamber of Commerce is an 
association of business and professional people of 
Victoria numbering some eight hundred individual 


members representing approximately five hundred and 


siglatitatibins satasexont 9 at ot 
eobisenbat sotsm a 


‘Yo sie taeoL ow Og. eBxRSy Wet 2 ovowolt heal Be 


| erred brs _busietam anit od aotetenbat deowtst + 


i = 7 
ie 


aitteias saol Ifiw widteseq ow sone Sees exuomn ome | 


—<—_ 
rs. i 
rs : 
e 


a 


as ay ot cotésluqeg beessront aiet: WOH - : lj rn 
. meledong Leer & efelto ,sixevoly at menseentend i ot 7 

alsinxedsm to deemevem bias Suogenssd ed? et tedt bas |! | 

tvod's sibs, oe evadi ow Brie eset atdd mex? bis oi | at | 

‘ Saved sas dtedt cofftmet actiwoxs tho wet ts. antioor |* Lon 

toltvsluqog at sees isnt Leunns eK0 aigveuds giofm emo ot [2 
bas {lame ab tetad a'sedmedd ont , wot | 

Atiw betrorinos ers ow enieldosq end sudetatog | 7 

~moset tot am eno al sasnt bas ednteg evit ets eed? jer nm 
Yeiud ent es suode tsend [Lin voy dotriw cotéshetem i 

to sedmun s sts eueds decic dtlw yaols bas box at | : 

| susiunahaiiveedideiaaia ¥Yxsbropea jae ; 

“ssaniqges) atol .&M wes [itw I emte etn? ta ie i | 

| | .tetud ond beset ov |® coe. 

-GewsH .2M .voy aasaT MAME AHO HET 

srsdneM bas rtearetedD sid di ;sHaDMTEIOS .AM 

Ao Ld adtogenset ” folae Lnmod fsyos ert 20 we 

as at sovosmed to tedmed® strovoty edt ¥) oe hat 
Yo eLqosq Lanoteestowy bas asomtend to aottss 


Isubtvibnt berbeu srigte moe iiiiiaaal tn 


* ANGUS, STONEHOUSE & CO. LTD. Hawes,. direx 6149 
TORONTO, ONTARIO e (B : 
razier) 


twenty-five business firms and professional offices 
located in the metropolitan area, 

as Situated as Victoria is on an island, this 
Chamber has long been vitally concerned in trans- 
portation matters, It is no less true today than 

it was one hundred years ago that transportation is 
vital to our economic life, The agrarian activities 
of our people do not produce sufficient food for those 
on the island, and it therefore follows that much of 
the food, clothing, and the other necessities of life 
which we all use and enjoy must be brought in from 

a variety of other places. We are equally interested 
in the provision of proper spas ane vea bine facilities 
for traffic moving away from the island as to quote 

an example, our forest industries must move well over 
90% of their production to other markets. 
DISCRIMINATORY FREIGHT RATE INCREASES 

De Since the end of the war, the railways have 
been confronted by an ever increasing level of costs in 
every area of their operations, In order to maintain 
profitable operations, the railways have been forced 
te apply to the Board of Transport Commissioners for 

a succession of freight rate increases. ‘These ap- 
plications have aad with varying degrees of success, 
but in each case where an increase was granted, it has 
been applied by the horizontal percentage method. 

Ay This in itself does not appear to have been 
an unqualified success from the railways'point of 
view, as having won authority “és increase rates by a 


specified percentage, they must reach decisions 
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as to which rates can be raised by the maximun, 

which can be raised by some lesser percentage, and 
which cannot be raised at all. In some instances this 
process has become a case of trial and error, in which 
the railways have discovered through experience, that 
too large an increase was put into effect in the 

first instance, and that some modification is called 
for in order to retain the traffic. 

Os Broadly speaking, it is the captive traffic 
(which cannot readily be moved by other means by : 
virtue of such reasons as bulk, weight, or geographic 
location) that is generally assigned the maximum 

rate of increase, Traffic which is held by the 
railways on a highly competitive basis may be adjudged 
as being incapable of taking any increase, In between 
is the traffic which the railways in their wisdom 
believe can be increased by some lesser than maximum 
percentage, or on which the rates are subject to 
negotiation between the carriers and the st prow! a): 
6, It has been found that a relatively large 
proportion of the B.C, traffic is of captive nature, 
and therefore subjected to maximum or near maximum 
rate increases. | Because of this, and the fact 

that we in British Columbia are at one end of the 
line, our people have been hard hit by the series 

of horizontal rate increases over the past twelve 

or thirteen years, As has been made abundantly 
clear by the opposition ef all provinces, save 

Ontario and Quebec, this particular factor has 


worked the greatest hardship on those located furthest 
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from the central points of manufacturing and distrib- 
bution. 

ie Not only has this series of rate increases 
discriminated against those whose traffic must move the 
greatest distances, it has also brought the level of 
rates for those same people up beyond what it should 
have been had a ba-arae-cardaners or less Adgz 
criminatory method of effecting rate increases 

been used. 

oS | It is our belief that the primary a Oe Ne 
bility of this Commission is to devise a a ae 
criminatory method of imposing freight rate increases, 
and to adjust the level of freight rates to remove the 
discrimination brought about by the continued use of 
the horizontal percentage increase method. 

CROWS' NEST PASS RATES 

9. The Victoria Chamber of Commerce is of the 
opinion that this Commission should look into the 
matter of the Crow rates, which are stated by the 
railways to be a major factor in their financial 
plight. 

10. Parliament has retained control over the 
statutory grain rates, and apparently has held the 
rates at their present levels as a matter of 

national policy for the purpose of assisting the grain 
farmer to dispose of his crops in a highly competitive 
world market. 

ni The railways have stated that these rates 
are unremunerative to the point where they do not 
return even the direct aular noses operating costs, 


let alone contribute anything to overhead expense. 


If the railways are to be allowed to earn a fair 
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profit on operations, this means that other rates 
mast be set at a level which will be not only 
compensatory in themselves, but which will provide 

a margin to make up the losses on the movement of 
eer and flour under the Crow rates, In this 
situation, those who ship goods other than under 

the Crow rates are in effect subsidizing the movement 
of export grain, and as transportation costs must 
inevitably be recovered from the consumer in the long 
run, this means that the Canadian consumer is providing 
this subsidy in accordance with his own need for and 
usage of rail transportation, 

£2, We consider that this is indeed an unusual 
way to arrange a subsidy. In reality it is closely 
akin to a tax, though it seems indefensible as such, 
being unrelated to either ability to pay or benefit, 
which are two of the most frequently used criteria 

in determining the suitability of a tax. 

13, If it is to be national policy that the 
export grain rates should be maintained at present 
levels, it is our opinion that the financial burden 
Should be borne by the public treasury, rather than 

by requiring the railways to collect the subsidy as 

is done at present, 

PASSENGER SERVICES 

14, The advent of the automobile and the airplane 
have cut deeply into the passenger traffic handled by 
the railways, Nonetheless, we believe that there 

are certain areaswhere the railways seem to have 


advantages over their competitors, The Victoria 
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Chamber of Commerce believes that the railways should 
have complete freedom to decide on the extent of the 
passenger services which they will provide, 

consistent with the condition that no abandonment 
Should be allowed unless there is a suitable alter- 
native means of travel available to those affected, 
SUBSIDIES AND OPERATING EFFICIENCIES 

LD. We respectfully suggest to this Commission 
that if the Government is to subsidize directly one 

or more segments of railway operation, then the Canadian 
people will wish to see that the railways are operated 
in the most efficient manner in order to keep the 
subsidy at a minimum figure. This means that the 
railways should be free to take advantage of every 
technological advance which can be used in the 
processing of business and the movement of freight, 
LABOUR CONSIDERATIONS 

16. New methods and equipment when introduced 
frequently require an alteration in the size of the 
labour force and/or a re-assignment of duties, It 
seems most desirable that the railway unions and 

their members should approach proposed changes in 

a Spirit of co-operation, and that the railways 
themselves should endeavour to do everything possible 
to ensure that the employees understand the proposed 
changes and are re-assured that full consideration has 
been given to the human element involved, We suggest 
that the Canadian public does not wish to see a repeat 
of the recent strike by one railway union in which 


the C.P.R. Company was prevented from securing the 
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maximum benefit from technological advances and new 
equipment upon which the Company had spent millions 
of dollars, The Railway Unions are in a position 
which gives them unusual strength and at the same time, 
unusual weakness, Their strength lies in the fact 
that by strike action they can tie up an industry 
which is absolutely vital to the natinnal economy. 
Their weakness lies in the fact that if they use this 
weapon irresponsibly they could in time alienate 
public sympathy to the point where repressive measures 
would be demanded by the people of Canada, If this 
Situation were to arise, it would, of course, be of 
major detriment to the employees, The Chamber suggests 
that, in the long run, the interests of the employees, 
the railways, and the general public would be best 
served by the setting up of some form of arbitration 
board to deal with disputes over conditinns of work, 
work assignments, and related subjects, with the 
decision to be binding. 
SUMMARY OF RECOMMENDATIONS 
The Victoria Chamber of Commerce respectfully suggests 
to this Commission that: 
MAJOR RECOMMENDATIONS 
Ls A method of imposing freight rate increases 
be devised which will be non-discriminatory, 
and that the present level of rates be adjusted 
to remove the discrimination which has re- 
Sulted from the series of horizontal per- 


centage rate increases, (paragraph 8) 
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Ps Subsidization of the Crows' Nest Pass Rates 
should be accomplished through some form of 
direct relief from the public treasury, 
(paragraph 13) 

SECONDARY RECOMMENDATIONS 

Be The railways should be free to abandon un- 
remunerative passenger services provided that 
a suitable alternative means of travel is 
available to those affected, (paragraph 14) 

AY The railways should be given as much freedom 
as possible to take advantage of every 
technological improvement available, (paragraph 15) 

oe Some form of compulsory and binding arbitration 
should be provided to resolve disputes between 
the railways and their employees on such 
matters as conditions of work, work assignments, 
and other related ewijests when the two 
groups are unable to reach agreement through 
negotiation, (paragraph 16) 

THE CHATRMAN: 
Thank you, Mr, Coppinger, 
CROSS EXAMINATION BY MR,CUMMING: 
Qe Mr, Hawes, in your opening remarks, 

you referred to a major industry which Victoria 

apparently lost to the Mainland. Will you tell 

the Commission what that industry was and when it 

went and why, if you can? 

A. Me, Chairman, that reference was to 
the Sidney Roofing and Paper Company, which was one 


of the chief industries in Victoria for many years, 
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I imagine for some forty years, and it has moved 
to the Mainland and has opened one plant, I believe, 
on the Prairies as well. 

THE CHAIRMAN: In Lloydminister, 

THE WITNESS: Yes, and they pretty well 
pulled out of Victoria, 

Q. Was the reason for their movement from 
Victoria because of their transportation costs? 

A, I am led to believe that, sir, 

Q. That was the basis for it, Now, in 
paragraph 6 on the second page of your brief you 
point out that, ."It has been found that a relatively 
large portion of the B.C. traffic is of captive nature," 
and do you mean British Columbia traffic generally, 
or does that apply to an even greater extent to the 
traffic moving on and from Vancouver Island? 

A. Yes, it does; unfortunately, we haven't 
got the figures here at the moment to substantiate it, 
but there are agreed charges that on recent contracts 
the railway companies have inserted a clause dealing 
with the privilege of imposing new increases under a 
ninety day notice, Now, some of that, of course, 
doesn't apply to competitive rates, but the agreed 
charges are vulnerable and they are quite considerable 
with the forest products, I believe, moving from the 
Island, and they are subject to increases on a horizpntal 
percentage. 

Q. But sofar as the Vancouver Island 
traffic itself is concerned, would you say that a 


higher proportion of that is what might be described 
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as captive traffic than is true in the Province generally? 

A. The volume of forest products is extensive; 
thas possibly at least 50 per cent of the forest 
products of British Columbia '.. comes from Vancouver 
Island, That is including the northern British 
Columbia area which is developed, 

Qe I take it that the situation here is, 
in effect, that Vancouver Island is more captive than 
the rest of British Columbia, if you can put it that 
way? 

A. I could not definitely say that without 
referring it for further examination, 

Qe Perhaps I can pass on to the suggestions 
in paragraph 8, 

THE CHAIRMAN: Perhaps Mr, Coppinger will 
answer this, He read the brief, 

MR, CUMMING: I only thought that from 
what Mr, Brazier said, that the questions were being 
directed to Mr, Hawes, 

Q. In paragraph 8 you suggest, "that the 
primary responsibility of this Commission is to 
devise a non-discriminatory method of imposing 
freight rate increases, and to adjust the level of 
freight rates to remove the dh comancneiomomnecunats 
about by the continued use of the horizontal percentage 
increase method," 

Have you any specific suggestions or 
solutions to the problem of horizontal percentage 
in creases? 


A. Frankly, Mr, Chairman, no, That is a 
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rather large undertaking for us, to make those 
recommendations; we feel that the Crows'Nest Rates 
have been a problem and are becoming an increasing 
problem from the railway point of view. 

THE CHAIRMAN: What he is asking you about 
are the horizontal increases there, 

MR. CUMMING: QIt is on Page 3. 

A. Our problem, actually, is that we 
figure that British Columbia has got 10% of the 
Canadian population, and when we are subject to the. 
horizontal percentage increases annually, dollar 
for dollar, requested by the railway company, we are 
paying per capita the maximum, and much greater than 
some of the shorter haul areas, 

Qe You think that British Columbia shippers 
and consignees would be assisted if increases were 
limited to the hid Wiehe per hundred 1bs.; some limitation 
of that sort, or perhaps have a varying or a sliding 
scale of percentage increases, Would that help 
your situation? 

A. I could say this, that the Victoria 
Chamber feels that there can be no further horizontal 
percentage increases in rates in view of the fact 
that our rates are out of all proportion and much 
too high; we feel that there should be a new means 
- whether on a tonnage basis or whether the material 
moves over a shorter distance - we feel in the Chamber 
that possibly the amount per ton, whether it goes 
50 miles or 100 or 2000 miles, might be the solution, 


because the initial cost of loading and getting underway, 
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we think is a tremendous expense in connection with 
the railway company operations. 

Qe I take it that you are suggestiing there 
Should be some relative reducing scale for distances, 
or something of that sort? 

A. Certainly. 

Q. Turning for the moment, then, to 
paragraph 13 at the top of Page 4, You recommend 
there that the export grain rates should be relieved 
by some form of subsidy. Has your Chamber any 
views as to how that subsidy shold be paid? Should 
it be paid to the railways or paid as a subsidy to 
the farmers? 

A. No. As a matter of fact, we have 

no recommendation as to how it should be done any 
more than we feel that something has to be done, 

Q. You see the problem and you think 

there should be some relief? 

A. Yes, 

Q. In the next paragraph you point out 
that in certain areas the railways seem to have an 
dvantage over their competitors in the handling of 
assengers, Could you tell us just what you 

iean there; in what areas do the railways have such 

hn advantage as you mentioned? 

A. From our point of view the passenger 
ovement in British Columbia is pretty well confined 
o the main line usage. We have very few branch 
ines in British Columbia, with the result that 


assenger returns should be attractive in British 
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* ANGUS, STONEHOUSE & CO. LTD. Hawes, cr-ex 6160 
TORONTO, ONTARIO 
(Cumming ) 


Columbia, but if there are certain Branch lines 
with service being performed at a loss, that is 
not generally typical of British Columbia because 
it is mostly confined to the mainline passenger service, 
Q. Now, dealing just for the moment with 
this question of abandonment, I understand that the 
situation is roughly this;-when the railways apply 
to the Board for ahandonment and make out a case to 
substantiate their application by showing their 
losses, that the decision as to whether or not an 
abandonment application would be granted depends 
on the weighing of the evidence as to whether or 
not the losses which the railways can show they 
have sustained outweighs the inconvenience to the 
would result 
public, which from a discontinuance of any such 
service, Now, do you suggest there should be 
any change in that basic approach to abandonment? 
A, It is the feeling, I believe, of our 
Chamber that due consideration should be given to 
the railway companies in areas where it is definitely 
shown that they are operating at a loss, and providing 
that other service can take its place, 
Q. I see, In the next paragraph of 
your brief, Mr. Hawes, you refer to the general matter 
of technical advantages, and I understand that the 
railways have almost completed their dieselization 
programme and steps are under way for other modern- 
izations, and we hear about the institution of 
central traffic control, Do you have anything 


specific in mind in your suggestion that the railways 
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were free to take advantage cf technicological advances 
of which they are not taking advantage; I will put it 
that way, 

A. I am sorry, Mr, Chairman; in the 
preparation of the brief that was not an item that 
was considered or under decision, 

Q. You wouldn't have anything to suggest 
as to any additional freedoms that the railways have 
than those which they enjoy now? 

A. No, 

Q. I think that is all I have to ask, 

CROSS EXAMINATION BY MR, HUME: 

Q. My name is Fred Hume and I represent 
the Canadian Trucking Association, and I have one 
question to ask dealing with Page 2, Will you 
look at paragraph 6, In answer to my friend, Mr. 
Cumming, with respect to your comments as to the 
relatively large proportion of British Columbia 

which 
traffic/is of a captive nature, _ you answered” 
it in such a way that I understood you to leave the 
impression that by "captive nature” you were 
referring to the agreed charges, and the traffic that 
was tied to the railway by reason of the agreed charges; 
have I misinterpreted your answer? 

A. No, 

Q. In paragraph 5 you define captive traffic 
in a completely different way, and you say that captive 
traffic, which is the traffic which, by reason of 
its bulk, weight or geographic location, is generally 


assigned the maximum rate of increase, and it is the 
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context in which the words "captive traffic" have been 
used up to now in these hearings, and I am wondering 
whether or not you are intending to use those two 
words "captive traffic" in two different contexts in 
the two different paragraphs? 

A. It has been drawn to my attention that 
maybe I was in error in connection with the captive 
traffic being tied to the agreed charges. It 
has been my impression that the agreed charges are 
not subject to the horizontal percentage increases, 

Q. Well, some of them are, I think, Mr. 


Hawes, but I think most of them are not, so you are 


Iquite right. In your answers in relation to 


paragraph 6 you are referring there to that kind 

of traffic which is captive by reason of its size 

or bulk, perhaps, rather than captive in the sense of 
being a contractual commodity. 

A. That is right. 

Q. Now, you use the words "relatively large 
proportion"; could you give me the percentage, is it 
over 50 per cent? 

At It is around 67 percent. 

Q. Thank you. 

THE CHAIRMAN: We will adjourn now until 
2:00, and Mr Dicksonill be next. 


MR, DICKSON: Thank you, Mr. Chairman, 


~---Luncieon Adjournment. 
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“ ANGUS, STONEHOUSE & co.LTo. Hawes, cr-ex, 6163 
TORONTO, ONTARIO (Frawley ) 


---On resuming at 2:00 p.m. 


THE CHAIRMAN: Order please, gentlemen. 


CROSS-EXAMINATION BY MR. FRAWLEY: 

Q. Mr. Hawes, I would direct your attention 
to what you say about passenger deficits on page 5, 
recommendation number 3, You say: "The railways 
should be free to abandon unremunerative passenger 
services provided that a sutiable alternative means 
of travel is available to those affected." Must 
I take it from that that the Victoria Board of Trade 
has not directed its mind to what should be done about 
the passenger deficits on the national railways? 

A. I would say from figures and from 
expressions from the railway companies, we have gathered 
that there are certain branch lines where the returns 
from traffic are unremunerative, and that it was our 
opinion that in that event, providing there was other 
suitable service in existence, that they should be 
given that privilege. 

Q. Well, that is not what I am talking 
about at all. You are saying that they should be 
free to abandon the unremunerative passenger services, 
and I suppose you contemplate a continuation of what 
they now do: They must go to the Board of Transport 


Commissioners and make out a case for abandonment and, 
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“ ANGUS, STONEHOUSE & CO. LTD. Hawes, cr-ex. 6164 
TORONTO, ONTARIO (Frawley ) 


if the Board thinks the public convenience is not badly 
affected, they will allow them to abandon. I am not 
talking about that. We know, as a matter of public 
knowledge, that the Canadian National Railway, because 
Mr. Gordon was good enough to make a public statement 
about it, is losing many millions of dollars a year 
operating the passenger services on his railway; and 
Canadian Pacific, I am sure, from the statements they 
have made from time to time, are operating the passenger 
business at a deficit. I simply ask you, has the 
Victoria Board of Trade directed its mind as to how 
we should handle that deficit on our national railways? 

A. I would say No to that question, and 
qualify that by saying it is the opinion of our Chamber 
that the mechanics should be streamlined of getting 
permission to abandon lines that are proving unremunera- 
tive, where there are other services. 

Q. You have not got beyond the business 
of abandoning a line that may be unprofitable? 

A. No. 

Q. I looked with interest at what you had 
to say about the horizontal percentage increase, and 
I simply put it to you, what’ is the Victoria Chamber 
of Commerce suggesting we do about the horizontal 
percentage increase? 

A, I am sorry that we have no suggestion 
that could be helpful to this Commission on that. 
We realize something must be done, but we are not 
prepared at this time, with the limited knowledge that 


we have, to say what the solution is. 
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“ ANGUS, STONEHOUSE @co..tTo. Hawes, Ccr-ex, 6165 
TORONTO, ONTARIO (Frawley ) 


Q. I am not too clear about your percentages, 
I would like you to go to what you say on page 2 
where you say, in paragraph 6: "It has been found 
that a relatively large proportion of the B.C. traffic 
is of captive nature, and therefore subjected to 
maximum or near maximum rate increases," I would 
like, first, to ask you, when you use the expression 
"captive traffic" it is the captive traffic which 
you have defined in the immediately preceeding 
paragraph, is it? 

A. Our reference in there was to non- 
competitive commodities. 

Q. In your reference in where -- in paragraph 
5 or in paragraph 6? 

A, In paragraph 5. 

Q. In paragraph 5 you say that it is the 
captive traffic which is generally assigned the maximum 
rate of increase, and you define "captive traffic" 
as traffic which cannot readily be moved by other means 
by reason of its bulk, and so on? 

A. Well, actually, I might say these are 
purely illustrations, and we do have some figures, a 
I believe you will find some figures in the Government's 
brief about traffic coming in to British Columbia and the 
outgoing traffic, and also the movement within the 
province of the type of non-competitive commodity rates 
that we referred to as captive. 

Q. What you are doing is directing me to 
the British Columbia Government's brief for the basis 


for those figures that you have used -- those expressions 


| donate ontate ovtaqae odd ab tt ‘obtnont-eetoane” | 
ankbessesa vievatbemal ext at fenttab eved woy fp 2 

ott at .dgarysueq f 

“aon oJ easw etodd at sonexe'ies “U0 a wa 

| | | ,eottibommoo svitiveqmeo 

: oreo stomata Al. sonersieas woy, aL Pa) ; 

| tO rigergersq at wed | 

.-€ cigaitgets¢ al. a 
OHS al gf sede yaa voy ¢@ ogsrasssq of 2 $4 


 Mimexem edd bengtees yllesvenex et doldw oftiesd evidgee 7 


atieaty cptido yd bevem, sd vilbses jonnse dotdw of titer? es 4 
fao of bas .ilud ett to noesex yd 

(ens sasnit yBe sis be £ Yllausos ¢ffew. A 
Sie ,eenugil eatos eveaci, ob ow bas. ,anotvessevilt plerug 


e'jnommtsvod sit ai estyel? emea botk {ftw voy svelied TZ 


“olLttendt evitqso" sat'teb. voy bag 2seseTont to steq 74 
| 


‘90d bre stdmyLod. dettiad ot mt snlaoo. obtierd suede aelked 
ont. abitiw tnsmevem sit cals bas .OLTisit sategsege - 
eager ytibomtoo evidtdequoarnon to sqyt sit to sodtveng 
»evitgso as of bearstes ow ahegt 
Of om gnitoonth ef aatob ete voy Jed OM 
| ted ot sot Dota eonanne. nad a at 
ore. ee stead | 
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that you have used? 

AX Yes, that is true. 

Q. Because you gave one of my friends a 
percentage this morning, and you said when you used 
the words "relatively large proportion" it meant 67 
per bina you said 67 per cent, and I wondered where 
you got that figure? 

me Actually, at the time this morning I 
was speaking from memory, but it is table 16, I think, 
of) the’ Provincial brief, 

Q- In the Provincial brief? 

A. Yes. 

Q. Well, I won't pursue that with you, Mr. 
Hawes. There will probably be plenty of opportunity 
to pursue it with the gentleman who wrote it. Thank 


you, Mr. Hawes. 


CROSS~EXAMINATION BY MR, MAURO: 

Q. Just a couple of questions, Mr. Hawes: 
On page 3, paragraph 8: "It is our belief that the 
primary responsibility of this Commission is to devise 
a non-discriminatory method of imposing freight rate 
increases, and to adjust the level of freight rates 
to remove the discrimination brought about by the 
continued use of the horizontal percentage increase." 
You have told my learned friend that the Victoria 
Chamber has no specific recommendation as an alternative 
to the present method of horizontal rate increases, 
but you said to someone this morning -- and I think 


it was Gommission counsel Le that you are toying around 
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with the idea that it maybe perhaps a tonnage rate 
that would have a flat charge whether the commodity 
moved 50 miles or a Wadiiaiad miles; is that correct? 

A. Yes; at the time of making that answer, 
you will remember a few years back ae an was an attempt 
at equalization, and whether or not that is the answer 
we are not prepared to say, ourselves. 

Q. But your association would support any 
method which attempted to shift the apparently dis- 
proportionate burden that is now borne by the long 
haul shipper? 

A. Definitely. 

Q. And any ultimate solution would have 
to be something tending towards reflecting the true 
terminal costs as opposed to line haul costs? 

A. That is right. 

Q. Then, in paragraph 11 you state: 

"If the railways are’ to be dllowed to earn a fair 
profit on bhane vious) this means that other rates must 
be set at a level which will be not only compensatory 
in themselves, but which will provide a margin a pick 
up the losses on the movements of grain and flour under 
the Crow rates." If, Mr. Hawes, the Crow rate 
returned their variable or out of pocket costs -- just 
assume that they did -- then you would not suggest 

that there be any subsidy attached to Crow opposed 
to any other rate? 

A, It would be our hope that the ultimate 
conclusion that rates that are affecting us out west 


would be rolled back. 
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Q. Isn't it the case that when any rate 
is below fully distributed cost -- total cost -- that 
the shippers of captive traffic must make up the 
difference, because the railways need nye dollars 
to operate? 

A. That is true. 

Q. So that, to the extent that any rate 
is below its fully distributed cost there is what we 
have come to know as differential pricing -- some 
pay more and some pay less? 

A. Right. 

Q. Your association is not suggesting that 
any minimum contribution be set on rates -- any minimum 
contribution to fully distributed costs? 

A, We feel there should be minimum, the 
same as in other -- if you are referring to the grain 
movement, I don't think anywhere along the line we have 
Suggested that a rate be set to meet the cost of 
transportation. We think it should stand its just 
portion of whatever the railways hope to make. There 
should be profit made in the grain haul just as with 
the other commodities. 

Q. And should this Commission establish 
that the grain vie fttic Should return a specified amount 
of profit, should this principle also apply to all other 
rates -- should this form a minimum for all other rates? 

A. I would think that something of that 
sort could be taken to be Wits he Wis: 

Q. So that we should set a basis -- and I 


am just trying to understand this; I am not taking any 
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position -- that this Commission in their decisions 
should set out clearly that the railways, as profit 
making organizations, should receive a minimum 
contribution to fully distributed costs from all rates, 
and that rates should not be permitted to fall below 
that level? 

A. I would think that, presenting this 
brief as I am for the Chamber -- that point has never 
been suggested, and whether or not anything I would 
say in answer to it would be my own opinion -- I am 
sorry that is about as far as I can go. 

) Q. In the same light, and just concluding 
that portion of my questioning, I think you would 
probably agree that it is important that this Commission, 
therefore, in the light of what you and I have just 
discussed, look at the overall freight rate picture, 
and not just one specific set of rates? 

A. We feel that this should be finalized 
to the point where certain areas which are suffering, 
particularly those on the long haul -- we think that 
we should have some relief through whatever adjustment 
that is going to be made by the Commission. 

Q. And in order that this Commission really 
assess the burden being borne by the long haul shipper, 
that this Commission should and must of necessity 
look at the overall freight rate picture? 

A, Right. 

Qs Then, on page 4, Mr. Hawes, paragraph 14: 
"The Victoria Chamber of Commerce believes that the 


railways should have complete freedom to decide on the 
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extent of the passenger services which they will 

provide consistent with the conditions that no 
abandonment should be allowed unless there is a suitable 
alternative means of travel available to those affected," 

Now, assuming that an application for 
abandonment is made and the railways clearly prove 
that they are losing "X" dollars per year by 
maintaining that service, but the Board of Transport 
Commissioners concludes that the public convenience 
requires the maintenance of that service, where would 
the railways pick up the deficit? 

A. Well, I suppose it would have to be 
priced on aves revenue sources, just the way it is 
at the present time, although I must say that we have 
a situation right here on the Island where the railway 
companies have reduced the service and put equipment 
on these branch lines that are much more economical 
to operate. 

Now, we don't know whether they are still 
giving any other parts of the country full service in 
carrying particular loads of passengers, but we do 
know that the Canadian Pacific Railway have made a real 
effort to reduce costs on the Island branch lines 
for passenger service. 

Q. Mr. Hawes, the Victoria Chamber is very 
clear and specific in setting out that in the case of 
the statutory grain rates it is their opinion that any 
deficit from this traffic is a burden on the freight 
Shipper and is in the form of an indirect tax, and that 


the freight shipper should be relieved from this burden; 
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is that correct? 

A, That's right. 

Q. So I put to you the situation where 
a passenger service is losing money and the Board of 
Transport Commissioners orders the railways to maintain 
it because of public convenience, and there is only 
one place where the railways can make up their revenues 
and that is from the freight shipper. And I ask you 
if you are consistent in saying that any deficit from 
those services should be made up from a public 
subsidy? 

A. I don't think that the problem there, 
as we suggested in our brief -- that they should be 
able to reduce or streamline their services on branch 
lines, and make every effort, first, before they 
eliminate the service. We don't like to go out 
on a limb and say you should eliminate services on 
branch lines where there is a reasonable chance of 
salvaging it without losing too much money. What we 
don't want to do is have the railway companies maintain 
elaborate services and branch lines at the expense 
of the freight and other sources of revenue. 

Q. But, in paragraph 14 you say that this 
abandonment must be consistent with the conditions that 
no abandonment should be allowed unless there is a 
suitable alternative means. Now, I don't want to 
press you, and if you have no answer, that is 
understandable, But I am trying to get a consistent 
policy for this Commission to follow, and I was following 


the reasoning of your organization, Assuming the 
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service must be maintained in the public interest, you 
have told us that the Crow rates should be subsidized 
because it places a burden, I ask you if your 
association is consistent in saying that the deficit. 
from services maintained in the public interest of a: 
deficit should similarly have support of the Federal 
Treasury? 

MR. SINCLAIR: Why doesn't my friend tell 
the witness what passenger services there are maintained 
in the same relationship as the grain? 

MR. MAURO: The ones referred to right here 
in the brief. We are going to hear, I believe, a 


lot about passenger service. 


THE CHAIRMAN: From the railways. 
MR. MAURO: From the railways themselves. 
THE WITNESS: Mr. Mauro, I wonder if you 


would repeat the question. 
MR. MAURO: Q. Surely, Mr. Hawes. 
I was saying that I was trying to assist the Commission 
in enunciating policy, and your association very 
clearly said that in the case of a deficit freight 
Se mainly the Crow rate, in your opinion, the 
deficit resulting therefrom should be a charge on the 
public treasury and not on the Paes shipper. Am 
I correct in that statement? 
A, Yes,..that's right. 4 
Q. I ask you, following what you have set 
out in paragraph 14, that if the public interest 
requires the maintenance of a deficit passenger service 


or a deficit branch line service, would your Chamber 
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follow the consistency and say that that, too, should 
be lifted from the back of the freight shipper and 
receive support from the Federal Treasury? 

A. Well, Mr. Mauro, actually, I am pretty 
familiar with our Chamber in regard to the Crow's 
Nest problem. I think I am right in saying that 
the deficit that has arisen on branch line passenger 
is a comparatively new problem and we haven't had the 
opportunity of studying it. We are rapidly going 
along with the railways, except that we feel something 
must be done to curtail expenses, rather than load 
it on to freight rates. 

Q. Then, to conclude, as far as your 
association is concerned, you would expect this 
Commission to treat all burdens in the same way? 


Bs Right. 


CROSS-EXAMINATION BY MR, MACDOUGAL 

Qs Mr. Hawes, my name is Graham Macdougall, 
and I represent the Canadian National Railways, and 
I would like to just continue the discussion a little 
bit that you were having with Mr. Mauro about the 
passenger problem. And I believe you are aware, 
sir, that while no evidence has been given yet to this 
Commission by the railways concerning the passenger 
problem, nevertheless it is generally recognized that 
it is a problem, and the railways have made public 
statements to the effect that we have deficits on 
passenger service. It is a serious problem. You 


are aware of that? 
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A. yes. 

Q. I understand that basically your Chamber 
is not in favour of solving the railway problem by 
subsidies, if other ways can be found to do it? 

A. That can be assumed, yes. 

Q. And in the areas, your brief says, 
where public policy dictates that something be done, 
and it does not appear there is any other way than 
to deal with the problem than by subsidy, then you 
are in favour of taking that action? 

A. In that case, we favour a subsidy. 

Q. fhe case Mr. Mauro spoke to you of, sir, 
of the passenger train service which is shown to be 
a deficit service, and I understand the position of 
your Chamber to be that the railroads should be given 
much greater freedom than they have been given to get 
rid of unremunerative passenger service if there is 
some alternative service available to serve the 
public? 

A, I think the same answer is, there, that 
our Chamber agreeswith the railway companiest action 
in reducing its streamlining service on branch lines 
which are unremunerative. I don't believe -- we 
certainly don't want to go on record as saying that 
the railway companies should have the privilege of 
abandoning those lines. I don't think we really 
could go on record as asking the Commission to amend 
the present regulations, and it is for the benefit 
of the Commission that we feel that they should look 


at the problem on its own rights. 
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1 Q. You would agree, I think, sir, and I 

2 think the words of your submission on page 4 say so, wher 
3] you say: "The Victoria Chamber of Commerce believes 

4 that the railways should have complete freedom to decide 

5 on the extent of the passenger services which they 

6/ will provide, consistent with the condition that no 

7|| abandonment should be allowed unless there is a | 

8| suitable alternative means of travel available to those 

9| affected." 

10 Now, I understand that. That is very 

11| clear. And I think you will agree that the reasonable 


12 way to approach this is to say to the railroads, "You 


13 should have greater freedom to get rid of these passenger 
14 services, but you must remember that the public has 

15 got to be served, and therefore your freedom is 

16 complete where there are alternative suitable services 
17 available, and it is not complete in the areas where 
18 there are not suitable alternative services available; 
19! 4s that right? 

29 A, That's right. 

z Q. And I put this to you. Suppose 

ee we have an area in Canada in which a passenger service 
23 is operated, served by the railway, and there is no 

2 alternative service available -- no highway -- perhaps 
25 


no suitable alternate service available, and the 
+ Transport Commission, on application finds this service. 
y*ts~requiredy-even although it is losing a certain 
amount of money a year. 
I ask you, sir, have you any ideas as to what 


further action should be taken by the Transport Board 
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by way of reimbursing the railway company for the losses, 
and maintaining’ such a service in the public interest 
which Shey "dons tder necessary? 

A. I would say it would be our opinion that 
in isolated cases when the railway company would be 
confronted with such a problem, and naturally you will 
not be able to make a profit on all your activities, 
and I would say if there are cases such as that, that 
you would have to make up the losses from some other 
source. 

Q. The railway company would make up the 
losses from another source? 

A. eo". 

Q. Let me put this case to you. Suppose 
we have a similar situation where the railway company 
is losing a substantial amount of money, and applying 
to get rid of the service, Ble there is no alternative 
service actually available in the area, but there is 
a means whereby it can be made available -- highways 
are present. In that case, I suggest to you that 
the railway should have the freedom to get out of 
that service, and the obligation should not be placed 
on the railway company to provide a railway there, or 
if they don't use it to the point where it paid its 
way, I suggest to you in that case the fair thing to 
do to enable the railway to get rid of this deficit, is to 
say to the public conerned, "We will give you reasonable 
notice that this railway service is ending; and it is 
up to you to provide your own means of service by 


use of the highway". 
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* ANGUS, STONEHOUSE & co.tto,. Hawes, cr-ex, 6177 
TORONTO, ONTARIO (Macdouga li) 


Don't you think that would be a reasonable 
way of getting rid of that deficit position? 

A. I would say, sir, in specific cases of 
that type that that is one of the reasons that the 
Board of Transport Commissioners will have to work out 
that problem, . I don't think it is quite fair that 
you should come to an individual Chamber on a question 
of that type. 

Q. I quite agree, I am not asking you 
to decide it. You are being asked for your general 
views on the subject, and I know your views will be 
of iobereus|-t the Commission, 

What are they going to do in the case where 
the, service is not paying its way, and alternative 
service is not available? Is the railway going to 
eontinue all the way over the country -- or should 
the Transport Commission or this Commission sitting 
here today look at these problems and say that either 
the people of Canada:should pay for that, and not the 
railway, or else the people in the area should be 
given an extended notice, perhaps a year or six months 
or two months, or whatever the Transport Board thought 
reasonable, and say to them, "You can't have this 
expensive railway service; you have to go to the local 
people..." -- say, the local Government, perhaps, -- 
",..to provide some sort of communication". 

I suggest to you ni my question is why should 
the railway company be asked to assume those burdens, 
and under those circumstances would you agree with me 


that it should not be asked to? 
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i ANGUS, STONEHOUSE & CO. LTD. Hawes, Ccr-@xX, 6178 
TORONTO, ONTARIO ; 
(Macdouga ll) 


1 A, Mr. Macdougall, I would say each case 

2 would have to be settled on its merits, and I believe 
3 the Board of Transport Commissioners would be quite 

4| capable of facing up to it. Now, that is about 


5|| the only answer I could give you on that. 


6 MR. MACDOUGALL: Thank you very much, Mr, 
Hawes. I am not pressing you for an answer on the 
point. I thought you might have some general views. 


Thank you very much. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Mr. Hawes, my name is Ian Sinclair, and 
I represent the Canadian Pacific Railway. 

Would it be correct to summarize the views 
of your Chamber in regard to this matter that has 
been discussed with you about passenger train service -- 
the situation is that basically this is a managerial 
problem; would you agree with that? 

A. I would say so, yes. 

Q. Now, Mr. Hawes, on pages 3 and 4, paragraphs 
ll, 12 and 13 deal with this difference in what would 
be proper remuneration for the movement of grain to 
export positions, and what is received by the railways. 
And you suggest, I take it, that the railways, notwith- 
standing the fact that they have not been receiving 
proper remuneration from grain, have made up that from 
other traffic. That is your position? Is that 
right? 

A. That's right. 


Qe Did you know, Mr. Hawes, that there is 
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“ ANGUS, STONEHOUSE & CO. LTD. Hawes, cr-ex, 6179 
TORONTO, ONTARIO o 
(Sinclair) 


proof before this Commission that the Canadian Pacific 
in the post war period had never made the permissive 
level of earnings authorized by the Board of Transport 
Soriantede vende, Did you know that? 

A, Yes, I will agree with you, Mr. Sinclair. 

Q. And so, therefore, to the degree the 
railways have not made a fair profit on their operations, 
they have been carrying a part, at least, of the 
burden of these low grain rates? 

A. It would appear, to a certain extent, 
yes. I think an attempt has been made, of course, 
on the methods used to recover as much as possible, 
and probably squeeze to the limit, as we think of it 
in the west, about all that could be piled on. 

Q. In the event that the railways have 
not made a fair profit from their operations, and they 
have not been able to receive proper remunerations from 
grain, in part, at least muy ys whole or in part, 
depending on what the facts efits -- the railways have 
carried some of this grain burden? 

A. We agree, yes. 

MR. SINCLAIR: Thank you, Mr. Hawes. 
And I may say, on behalf of Canadian Pacific, I think 
your Chamber is to be complimented on this presentation. 

MR. FRAWLEY: May I ask a question? 


THE CHAIRMAN: Yes. 


BY MR, FRAWLEY: 
Q. Mr. Hawes, you have been public-spirited 


enough to come and present these views to this Commission, 
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* ANGUS, STONEHOUSE & CO. LTD. Hawes, cr-ex, 6180 
TORONTO, ONTARIO (Frawley ) 


and I want to ask you a question arising out of your 
answer to Mr. Sinclair a moment ago. You -told 
Mr. Sinelair that, with respect to the passenger 
losses on the railways, those could be left to the 
discretion of the management? Is that what you 
want us to understand from your answer? 

A. No, that was not intended, actually. 
I think only the railway companies can esnb ents 
just what has to be done in connection with policies. 
I think I made myself quite clear -- if there are 
methods whereby they can lower their costs and 
streamline their service --- 

Q. That isn't my point. Assume with me, 
Mr. Hawes, that notwithstanding the best efforts of 
the railways -- their best efforts to eliminate 
unprofitable branch lines and unprofitable passenger 
services -- notwithstanding that, they have a loss 
at the end of the year of "X" dollars on their 
passenger services, now I want to know, and what I am 
interested in is the distinction you draw between 
"X" dollars, which they say they lose hauling grain 
to export positions in western Canada, and the "x" 
dollars they lose operating their passenger services -- 
do I understand that you are saying to this Commission 
that you want the "X" dollars they lose on hauling 
grain made up by a Federal subsidy, but you want the 
"X" dollars that they lose on their passenger deficit 
to be left to their own managerial discretion ? I wan 
to be quite sure you are going that far? 


A. Well, we feel, I am sure -- now, I am 
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TORONTO. ONTARIO Hawes, cr: eX, 6181 
(Frawley) ; 


speaking for myself, again, on this, This has 
been discussed at the Chamber level, and we do agree 
that the railway companies have a problem. Now, 
beyond what is presented in the brief, I am not 
instructed to go beyond that. Now, some of the 
answers that I have given naturally are my own opinion 
on the matter as through cross-examination. 

Q. Yes. ‘Welk, “think we understand 
each other, Mr. Hawes. I just wanted to be quite 
certain whether you were going to send the Commission 
away feeling that, as to the passenger losses it 
was all right to temporize and leave that with 
railway management, but for their losses of handling 
Reet grain, then Federal subsidies would be immediately 
available. Now, I take it you didn't want to 
go that far? 

A. We have never actually taken a stand 
on the question of passenger losses, which we think 
are a minor item. 

ay Preave;ya. Hawes, I ee talking 
about that at all. I am talking weenie what the 
railway Presidents call their many millions of dollars 
that they lose on their passenger service, like every 
railway in America is today. 

And I put it to you -- let me just put it 
to you very frankly that there is just as much reason 
to go to the Federal Treasury for a subsidy to make 
up these "X" dollars they lose every year on passenger 
service, as there is to go to the Federal Treasury 


to make up the loss of handling grain to export positions 
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“ANGUS, STONEHOUSE & CO. LTD. Hawes, cr-ex. 6182 
TORONTO. ONTARIO 
(Frawley ) 


in western Canada, Do you agree with me? 

A. No, I would not agree with you. 

Q. You would say, then, that the passenger 
deficit should be left to the railways to work out, 
and, if necessary, leave it on the rest of the freight 
traffic? 

A. Right. 

Q. Are you finished with your answer? 

A, Yes. 

Q. Then, you are leaving it this way, then: 
That the passenger deficits can be carried by the | 
freight sevice where they are carried now, but the 
losses, it lay, on export grain -- they are to be 
taken care of by a Federal subsidy? 

A. For the time being, I would say that that 
would be our opinion, 

Q. That would be the position of the 
Victoria Chamber of Commerce? 

A, I have to qualify that by saying that 
it is a personal observation -- if you wouldn't mind 
me saying that because we have never discussed that 
point at a Chamber level, 

MR. FRAWLEY: It's nice to be clear where 
various interests stand on the matter, Mr. Hawes, 


MR. SINCLAIR: It certainly is. 


BY COMMISSIONER BALCH: 
Q. Just one question. 
On page 5, it states: "The Chamber suggests 


that, in the long run, the interests of the employees, 
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“ ANGUS, STONEHOUSE &co.LtTo. Hawes, *-  , 6183 
TORONTO, ONTARIO ; - ‘ 
(Balch) 


the railways, and the general public would be best 
served by the setting up of some form of arbitration 
board to deal with disputes..." 

For the information of the Commission, has 
the Chamber ua! dichiadaaciane of what kind of an arbitration 
board that would be, or what form it would be in? 

A. There hasn't been any real decision 
as to what we recommend. Now, that has been left 
to the Commission. But, we think some form of 
arbitration is needed. 


? 


Q. Going on further, you say: *,.-disputes 
over conditions of work, work assignments, and related 
subjects..." 

Now, I don't know whether the assignments 
that you speak of there is what the railway thinks of 
the word "assignments". Would you suggest that 
should be taken out of the hands of management -- 

"work assignments and related subjects"? 

A. Il think it is a term or phrase -- 
"conditions of work, work assignments..." -- the 
delegation of duties to various persons. From time 
to time, you will have disputes of the Union over 
placement of certain individuals, delegating certain 
jobs. 

Q. Do you think that should be taken out 
of the hands of management? 

A, It shouldn't be a factor when it reached 
the stage of strike, that it stops the work, with 


arguments with the Union over assignments. 
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* ANGUS, STONEHOUSE & CO. LTD. Hawes, 6184 


TORONTO, ONTARIO 


(Mann) 
COMMISSIONER MANN: I have a couple of 
questions, if I may. You have had quite a discussion 


about passenger service, and I don't want to prolong 
this, but I wonder if you could help us by qualifying 
something here. It is the suggestion that the 

railway should have complete freedom to decide on the 
extent of passenger service when you have a ferry 
service that Canadian Pacific provides between Vancouver 
and Victoria, and that ferry service as I understand 

it is in connection with another ferry service, and 


if Canadian Pacific should decide oh, say, next year 


or two years from now that the ferry service it 


provides is unremunerative and if it can satisfy 
itself that the Blackball ferries have sufficient 
vessels to take care of the demand, is there anything 
in the way of Canadian Pacific withdrawing its ferries 
between the mainland and Vancouver Island? 

THE WITNESS: Can I ask this: To my 
understanding the ferry service @oesn't come under 
the Board of Transport Commissioners, am I right in 
that? 

COMMISSIONER MANN: I think you are right, 
I think that is proper; so that you would think that 
Canadian Pacific icould: just withdraw its vessel, having 
presumably giyen some notice to the public? 

THE WITNESS: I would say so. 

COMMISSIONER MANN: Would you think that 
that could also be done in the case of passenger service? 
Should Canadian Pacific or Canadian National be allowed, 


on showing that there is alternate service available, 
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to just give adequate notice to the public and then 
withdraw its passenger service on that line? Do you 
think that could be done? 

THE WITNESS: We in the Chamber feel that 
the railways should have greater leaway in making a 
Gecision, but subject to public reaction which they 
have got to face, of course, and that is their problem. 

Q. You agree that they have all the 
freedom in the world to make a decision and the 
difficulty, I suppose, lies in implementing that 
decision? 

A. Yes. 

Q. You still want, however, to retain the 
Board of Transport Commissioners' seta saab’ in 
passenger abandonment cases, do you? 

A. X¢@S.. 

Q. You don't want that curtailed? 

A. There should be a degree of jeniency — 
at the broader level of greater Sa ee pal I think 
that is the feeling of our Chamber, that the present 
regulations might be a little stringent. 

Q. You think the proceedings before the 
Board might be speeded up? 

A. That is the opinion of our Chamber, yes. 

Q. Now, in paragraph 15, Mr. Hawes, in 
talking about subsidies and operating efficiencies, 
you say in referring to the possibility of subsidizing 
one or more segments of railway operations, "the 
Canadian people will wish to see that the railways are 


operated in the most efficient manner in order to keep 
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the subsidy at a minimum figure." How do you think 
that the Canadian people would implement their desire 
to see that that is the case; what should they do 

in order to make sure that the railways are operated 

in the most efficient manner? 

A. Lt is the e Srdnsy fener of the Board 

of Transport Commissioners, I suppose, to see that 

™ 
their regulations are carried out. Their regulations 
are set down in the interests of economy, that the 
service must be streamlined sufficiently to carry the 
equipment, but we see no Pensol ane there should be, 
maybe, eight or ten coaches on a train where probably 
only one coach is full. 

Q. You think that if someone in this country, 

> 
the Board or some other agency, decides that there is 
a duplication of service, that that body should be 
able to order the railways to abandon or pool, or 
whatever may be the case, to bring about efficiency? 

A. We say that that might be necessary, 
whether it is necessary at the present time, but it 
might become necessary, and that is something that 
should definitely be brought to the attention of this 
Board, 

qs. I have another question, On page 5, 
Mr. Hawes, you suggest an arbitration board for 
certain types of conditions, work, and so on, should 
be set up. Now, do you know whether the Canadian | 
Chamber of Commerce has a =o Tae of compulsory arbitration 
on industrial disputes? 


A. Yes. AS a matter of fact, under the 


a 
oe aay 
yey 


7 


a a ~~ 
A 


eee ee ii ice 


oo eae ae ee 
é 


SaBiial ss iceichcalae ial a li ana 
| Jad? se od seeoggve f fons ra 
) Linco debut a ae “do bokixso, 698 enottshuger chodd 
edt Jedd ane ‘to edeeuednt edt mt awod $90 848 

ort ont ot ‘elariegob tide berikinsorde od seum solvtse 


8d biuote oveds spider: Noeset on eee aw tid) enomaznpe 


| woes srorw atett s oo asdosoo net vo diate vodeaer 


| eS Ea, ee [Efe at deseo so ¥lao | 


€ 


Uadnoo add al sndemoe, aw dard aheetiers wer a 4 ee : 
| ai evredt gadd eabtoab Youen s rehito sitoe to brsom ‘iit 
ed bivone ebod gadt dant .sotvise to notdsetiquh 8 

to ,Loog 10 nobrteds od ayewl hen od sebro of elds 


tyomstoltte diode gatad of (eeso eid of Yam Tevesadw 


— SA he in 


eYrsessoon sd crig.tm tend deity yee ow 5" 


ater 


dt dud Cemts dnesetq odd ts vrseesoest et dt wositerte 


daiid guicvemoa et gadd bos .grseesosn smboed aascoeall 


lati tpn at 


elit to notdned3s sad o¢ teiguond ed viedintten Btoode | | 


“praed | 


HAS 


«2 8gsaq 0 -noiteaup dectons sven I a) 
1% bisod sotdsrtides as tesague VOY (onnen oa | 
binode .no o8 bas otrow eHoltE bes ‘To® ianeidl abstee 


isibensd eat sorverw wont voy ob worm au 
antides aaa el ‘to ae 5) « out sommes te seameso f 


et tebau .3052 to dodvem's BA || enn ae 
i is 7 oe ee 


* ANGUS, STONEHOUSE & CO. LTD. Hawes, 6187 
TORONTO, ONTARIO ( Mann ) 


1959-1960 policy a declaration of the Canadian Chamber 
of Commerce was made at page 1l, and it deals with 

the matter and it has the sanction and support of the 
Victoria Chamber. 

Q. I have one more question, You told - 
us about the move that the Sydney Paper Company made 
to the mainland. I suppose your largest industry 
at the moment in Victoria is the British American 
Paint Company? 

A. We have the ship building; there are 
two ship yards, and Bapco. They are the chief ones, 
yes. 

Q. Now, Bapco has to get certain supplies, 
and I have made a little note here about cans for the 
paint, and latex, I suppose, is part of the STAD deat), 
there is oil, certain oils and some pigments, and do 
you happen to know where those materials come from; 
where does Bapco obtain those materials, are they 
brought in from Central Canada? 

A. No, I am sorry, I can't answer that. 

I do know that they do have a variety of places, but 
I couldn't give you any information on that. I could 


get that for you, if you wish. 


COMMISSIONER MANN: I just wondered if 
you knew. Thank you very mudh. 


COMMISSIONER BALCH: As an outcome of 


your answer regarding the compulsory arbitration, would 


ae 


you apply that also to the benefit of all your industries 


on the island, or just railways; what is the stand of 
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your Chamber on that? 

THE WITNESS: It has been of interest to 
those engaged in the interestsof public safety and 
health; I believe that is the wording of the Chapter. 
Now, I have the brief of our : Naaaalantaie de Government 
under date of December 2, 1958, and I guess that is 
about the last one that we have here, and clause 7 says, 
"Prohibit strikes or lockouts upon reference to a 
Supreme Court judge, where health and safety and 
public convenience and necessity are placed in jeopardy 
by strike action or threat of strike action and/or 
lockout.” 

THE CHAIRMAN: Thank you, Mr. Hawes. 

There is a resolution, Mr. Secretary, that 
IL think should go into the record. 

MR. ANDERSON: We have been asked to take 
into the record a resolution re the preservation of 
the Crow's Nest grain rates adopted by the annual 
meeting of the Saskatchewan Chamber of Commerce on 
October 8, 1959. 

"Whereas the production of high quality 
spring wheat continues to provide the principal 
source of wealth and farm cash income in 
Western Canada: and 

Whereas Western Canadian wheat faces keen 
competition in the markets of the world 
with wheat from foreign producing areas 
located closer to seaboard: and 

Whereas Western wheat producers are 
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manufacturing areas of Eastern 
Canada: and 
Whereas the Crow's Nest Rates on grain and 
grain products, guaranteed in perpetuity by 
the Canadian Pacific Railway Company in 
return for valuable direct and indirect benefit 
which it continues to enjoy, constitute the 
only stable element in an otherwise hazardous 
agricultural industry: and 
Whereas Parliament has recognized the 
Crow's Nest rates on grain and grain products 
as an integral part of National Policy: 
Therefore be it resolved that the 
Saskatchewan Chamber of Commerce commends 
the statement of Government Policy made by 
the Prime Minister in Parliament on May 13th 
1959, assuring the continuation of the rates 
on grain and grain products established by 
the Crow's Nest Pass Agreement and ratified 
by Parliament: and 
Further be it resolved that this Chamber - 
urges upon the Royal Commission on Transportatiaqn 
the vital necessity in the interest of Canada 
as a whole of preserving the integrity of 
the Crow's Nest Pass rates in their present 
form and at their present levels.” 
MR. SINCLAIR: I think it might be of 
assistance, seeing that the Chamber cannot be here, that 
maybe the Secretary should advise the Chamber in the 


light of their resolution that as far as the railways 
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are concerned there hasn't been any suggestion before 

the Commission that these rates be changed insofar as 

farmers are concerned, in view of the fact that.--- 
THE CHAIRMAN: That will be done. : 


MR. SINCLAIR: Thank you. 


---At this point the hearing of a brief submitted by 
the Government of the Province of British Columbia 
was commenced. See Volume 41 for complete 
submission. 


~--Adjournment. 
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Vancouver, B.C. 
Tuesday, 
February 23, 1960 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, gentlemen. 

Will the Secretary please read the Orders-in- 
Council. 

---(Here the Secretary read the terms of reference 
and the Chairman introduced the members of 
the Commission. ) 

THE CHAIRMAN: Now, we have been in every 
province in this wide dominion. We have had problems 
presented to us, and we have had all too few proposed 
solutions. 

However, we are not surprised to find that 
you have problems here. You would be most unusual 
in centres of Canada if you did not have, and. I am 
going to call on Mr. Brazier now to take charge, as 
Counsel] for the Province. 

MR. BRAZIER: Mr, Chairman, Members of the 
Pamaiant on, the first brief this morning will be 
presented by a Reginald Elmer, on behalf of the 
Vancouver Board of Trade. 

The Vancouver Board of Trade is one of the 
largest organizations of its kind in Canada. it has 
taken an active interest in transportation matters since 
the very early years of the present century, and they 
have consistently over the last 50 or 60 years presented 
to the Royal Commissions and to the Board of Transport 
their views on transportation matters. Their member- 
ship includes a number who are vitally interested in 
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transportation matters, besides their representing the 
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principal businesses and industries and professional 
men of the City of Vancouver. | 

The Board had hoped that Mr. Oswald Crawford 
would be here this morning to present the brief. Un- 
fortunately, I have peen advised this morning that he 
is ill and not able to do so. Mr. Elmer, besides being 
the Secretary of the Transportation and Customs Bureau 
of the Vancouver Board of Trade, has been a member of 
the B.C. Freight Rates Advisory Committee since it was 
established a few years ate and he wiil now, on 
behalf of the Vancouver Board of Trade, present their 
brief . 

THE CHAIRMAN: We will be glad to hear you, 


Mr. Elmer. 


REGINALD ELMER, Called. 

MR. ELMER: Thank you, Mr. Brazier. Thank 
you, Mr. Chairman. 

THE CHAIRMAN: First of all, you are still 
a Board of Trade and not Chamber of Commerce? 

MR. ELMER: That's right, sir. We still 
keep the old British word Board of Trade, but the names 
are synonymous. 

THE CHAIRMAN: You aren't to be condemned 
for that. 

MR. ELMER: No, 

As Mr. Brazier has explained to you, we did 
hope to have Mr. Oswald Crawford, who is a senior 
member of our Transportation section, present the brief 
this morning. Unfortunately, being il1, I will anestil 


tute for him, and I beg the Commission's indulgence. 
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First of all, on behalf of the Board of Trade, I extend 
to you gentlemen a sincere welcome to the City of 
Vancouver, and we do hope that you will have time for a 
little ple asure Rene as well as your onerous duties as 
Members of the Commission, | 

THE CHAIRMAN: Thank you. 

MR. ELMER: Our brief 18 based on general 
principles, rather than detail, and as we Rave our 
Board of Trade membership not only the shippers and 
receivers, but carriers as well, we tried to express 
the general opinion of all. 

Mr. Chairman, members of the Royal Commission, 
the Vancouver Board of Trade is a voluntary association 
of business and professional men numbering over 2,800 
of which the greater percentage are directly affected 
by transportation matters . 

The Transportation and Customs Bureau is the 
technical arm of the Vancouver Board of Trade in the 
field of transportation and its committees are 
composed of men technically qualified by training 
and experience and whose daily work is related directly 
to transportation matters. | 

This submission by the Vancouver Board of 
Trade is designed to acquaint the Commission with the 
attitude and opinions of shippers and receivers in this 
area, in a spirit of helpfulness. 

The views expressed herein have been 
approved by the official committees of the Bureau and 
examined and concurred in by the Council of the 


Vancouver Board of Trade. 
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In order that the brief may be submitted in an 
orderly fashion, it will be divided into five main 
sections each based upon the subjects contained in the 
terms of reference to the Commission. 

1. INEQUITIES IN FREIGHT RATE STRUCTURE: 

In past years, these have been many inequities 
in the freight rate structure although it would appear 
that an honest and worthwhile attempt is being made 
to reduce them. | 

The equalization programme helped, however, 
much still remains which we feel should receive con- 
sideration from this Commission. 

Some of these inequities are due to geo- 
graphic location and volume of traffic in a particular 
area. However, these do have a bearing on the propor- 
tion of freight rates borne by the shippers and 
receivers in the particular area. The first of these 
is the Bridge Subsidy. | 

Bridge Subsidy: 

The purpose of equalization of freight rates 
is clearly stated in the Report of the Royal Commission 
on Transportation - 1951 (in para. 10, page 127): 

"It appears that Canada has reached a stage in 

its development when former methods of making 

regional rates must give way to a uniform 

rate structure that, as far as may be possible, 

will treat all citizens, localities, districts 
and regions alike," 
and again in the national freight rates policy, as 
stated in Section 336 of the Railway Act:- 
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"336. 14{1)0 It is hereby declared to be the 
national freight rate policy that,subject to the 
exceptions specified in subsection (4), every 
railway company shall, so far as is reasonably 
possible, in respect of all freight traffic 

of the same description, and carried on or 

upon the like kind of cars or conveyance, pas- 

sing over all lines or routes of the company 

in Canada, charge tolls to all persons at the 

Same rate, whether by weight, mileage, or other- 

wise. 

(3) The Board may disallow any tariff or any 

portion thereof that it considers to be 

contrary to the national freight rates policy, 
andmay require the company, within a prescribed 
time, to aubstitute a tariff satisfactory to 
the Board in lieu thereof, or may prescribe 
other tolls in lieu of the tolls so disallowed." 
Section 319 of the Railway Act, Section 3(a) states:- 
"(3) No company shall | 
(a) make or give any undue or unreasonable 
preference or advantage to, or in favour of any 
particular person or company, or any particu- 
lar description of traffic, in any respet¢t 
whatsoever," 

Under Section 18, Chapter 22, 15-16 George VI, 
provision is made for the payment out of the Consolidated 
Revenue Fund of a subsidy to the Canadian Pacific 
Railway and the Canadian National Railway to maintain 


their tracks over the so-called "Bridge", and the 
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subsidy is in effect returned to those shipping certain 
classes of freight over the "Bridge" by way of reduced 
freight rates. The subsidy payment is seven million 
dollars ($7,000,000.00) per year. 
| We submit that the application of reduced 
rates from points in eastern Canada to the Prairie 
Provinces contravenes the spirit and intent of equaliza- 
tion, and constitutes an unjust discrimination against 
shippers in British Columbia shipping to the same 
territory. 
The whole purpose of the equalized freight 
rates programme was to eliminate anomalies such as 
this, which has been created since equalization of class 
rates was established. 
The present situation parallels that of the 
Manitoba Agreement, in which freight rates were reduced 
by the application of an assumed or constructive mileage. 
The Board of Transport Commissioners, when complaints 
of unjust discrimination were made by British Columbia 
Shippers, ruled in favour of the appellants. Ruling on 
the Equalization Case, the Board, in its judgment 
Volume XLIII, No. 23(a) dated March lst, 1954, states:- 
"We consider that the basing of class rates on 
so-called ‘constructive mileages', or | 
assumed or fictitious mileages (other than 
average route mileages or ‘key point' mileages 
specified herein) is not in accordance with 
the principles of equalization and it is not 
our intention that it be permitted once the 


Class Rate Seale comes into effect." 
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2 The basic principle herein established should 
apply just as much in cases of discrimination by way 
of reduced rates under Bridge Subsidy reductions as 
it does in reduced rates under constructive mileages. 

While it is true that British Columbia 
shippers obtain the same advantage of the Bridge Sub- 
sidy reductions when shipping over the "Bridge" as 
eastern Canada, an economic advantage to eastern Canadian 
Shippers exists by the geographical location of the 
"Bridge". 

If the principle of a "Bridge" is accepted, 
then it is our submission that the bridge principle should 
apply equally across Canada. The unproductive areas 
in western Canada should be treated in the same fashion 
as are the unproductive areas in eastern Canada, at 
least to the extent that shippers from British 
Columbia can secure the same relative freight costs for 
equal distances equivalent to that of eastern shippers. 

It should be possible for a shipper in 
Vancouver to ship to Brandon at the same rate which 
an qastern shipper is charged in shipping to the same 
point, since Brandon represents an approximate equal 
distance from both shipping centres. 

The equalized rate scale, as ordered by the 
Board of Transport Commissioners, was based on a Waybill 
Study which included merchandise shipped over the "Bridge" 
at aes which included, as stated on page 253 of the 
Report of the Royal Commission on Transportation, 
"relatively high freight charges on the through traffic 


passing over this 'Bridge' between the two areas". This 
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being the case, British Columbia shippers are not only 
paying higher rates into the Prairie Provinces than 

the eastern Canadian shippers, because of the impact 

of the Bridge Subsidy reduction to that territory, but 
are also paying, along with other shippers, equalized 
rates which were based on a weighted average which 
included rates which were at the time of the Study 
"relatively high", and which have since been reduced to 
eastern shippers. We do not suggest that the subsidy 
be discontinued if it is found necessary in the national 
interest. What we do object to is the granting of an 
economic advantage to one part of the country or to one 
group of shippers over another by way of reduced freight 
rates to a bombebitare market. 

2. OBLIGATIONS AND LIMITATIONS IMPOSED UPON 
RAILWAY BY LAW OR REASON OF POLICY: 

Crow's Nest Pass Agreement Rates: 

The fact that freight rates on commodities 
other than grain and grain products are inflated to 
offset railway losses in the handling of export grain 
under the Crow's Nest Pass Agreement Rates, has been 
confirmed by some members of the Board of Transport 
Commissioners for Canada and by the Vice-President of 
the Canadian Pacific Railway Company. Mr.George F. 
Buckingham, Vice-President, C.P.R., stated in an 
article in the "Sea Ports and Transport World", May, 
1959 issue — | 

"If the railways are to give the shipping 

public the efficient transportation service to 

Which they are entitled and which they expect, 
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they must receive sufficient revenue to enable 
them to do so. Being compelled, as they are, 
to carry the largest single volume of traffic, 
the western grain crop, at unremunerative rates, 
the deficiency in the railway's revenue must, if 
it can be done, be made up from other traffic." 
Commissioner M. B. Chase, in making supplementa 
remarks respecting the 19% freight rates increase case, 
B.O.T.C. Order Number 96300, November 17th, 1958, 
stated: | 
"I feel the time has arrived for the Board to 
bring to the attention of all concerned and in 
particular the Government of Canada, tiie serious 
situation confronting this Board with respect 
to its duty to maintain 'just 4nd reasonable’ 
freight rates." 

"'Just and reasonable’ must be interpreted 
to mean just and reasonable to both the public 
and the railways. This being so, then having 
regard to the serious distortions in tae 
freight rate structure the Board is finding it 
increasingly difficult to perform ‘ts duty, 
viz., to maintain 'just and reasonable freight 
rates', principally because it is unable to make 
any change in the so-called 'Statutory Rates’. 
In this case, as in a number of previous cases, 
increases in freight rates can only be 
effectively applied to some segments of the 
freight traffic." 
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Commissioner Chase then referred to the dis- 
cussion he held with Mr. Emerson of the Canadian Pacific 
Railway, while Mr. Emerson was in the witness box. 
Commissioner Chase was rE ee to ascertain whether 
the one-half cent per ton mile revenue shown by the 
waybill analysis as the revenue derived from the hauling 
of grain and grain products was compensatory. The 
evidence as outlined on Page 32 and 33 of the Board of 
Transport Commissioners for Canada - Judgments, Orders 
Regulations and Rulings, Volume XIVIII No. 16A, was to 
the effect that the railways are actually losing money 
on the hauling of the grain and it follows that such 
losses are recouped in part by charging higher than 
necessary rates on commodities other than grain products. 

Commissioner Chase then says: 

"Turning back to my question, 'What is the 

Solution', I think the answer is that 

Parliament should find some means whereby the 

railways would be fairly compensated for the 

movement of grain and grain products in Western 

Canada carried at Statutory and related rates 

and thereby reduce the amount or avoid the 

necessity of increases in freight rates on 
other commodities." 

Mr. Donald Gordon, President, Canadian National 
Railways, in answering questions during the sessional 
committee on railways, airlines and Shipping, Monday, 

May 4th, 1959, stated: 

"I have no hesitation in saying that I go 

along with the position that the Crow's Nest 
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Pass rates are unrealistic rates in the light 
of present day costs. But that is a general 
statement which should be proven. I think 
there should be work done on it." 
Mr. Fisher asked, "You cannot provie it?" Mr. Gordon 
replied, 

"Yes, we can prove it, we will be able to prove 

it when we are asked, because we have for some 

time been engaged in a detailed study of what is 
involved in the cost of the movement of grain 
under the Crow's Nest Pass Rates." 

The selling of grain in world markets is a 
marketing problem, not a transportation problem and no 
carrier should be compelled to maintain unrealistic rates 
on any given commodity then have to charge higher rates on 
other goods to make up for low rates forced on them by. 
statute. If it is in the national interest that Canadia 
grain be sold in the world markets and in order to sell 
that grain a subsidy is required to maintain a price 
at ceast ports, then the subsidy should be paid from 
consolidated revenue and borne by every person in Canada. 

Both the Canadian National and the Canadian 
Pacific Railways have made exhaustive studies on the 
Crow's Nest Pass Rates and should be able to establish 
just and reasonable commodity rates on export grain 
giving greatest weight to "cost of service". The 
justice and reasonableness of such rates could then be 
confirmed by the Board of Transport Commissioners. The 
difference between such established rate and the 


existing Crow's Nest Pass agreement rates would provide 
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the basis for the subsidy . | 
3. THE POSSIBILITIES OF ACHIEVING MORE 
ECONOMICAL AND EFFECTIVE RAILWAY TRANSPORTATION: 

The two main railways are doing much towards 
modernizing their transportation systems but can only 
move as fast as their financial situation will allow. 
An acceleration of the modernization programme appears 
desirable. One way to assist the railways would be 
on a capital loan basis at low interest rates with 
moneys loaned or guaranteed by the Federal Government. 

Obsolete Services: i 

More consideration should be given to the 
abandonment of uneconomic or obsolete services, 
particularly where the traffic has dropped to a point 
where such services are no longer warranted but are 
kept in operation because of some minority pressure 
group. The usual argument against the abandonment of 
services is that a community would not be properly 
served by a competitive form of transportation or that 
it might be isolated during certain times of the year. 
However, with the type of maintenance equipment now in 
use, there are very few places which are isolated for 
any period of time by roads being closed due to 
weather conditions. The possibility of fetta by 
railway owned trucking lines would certainly be a 
factor in the services provided by any palkete trucking 
company . 

Uneconomical and wasteful duplication of 
services should be cratiiad as far as possible. There 


could be a better co-operation between the railway lines 


Blair. 0, ea an sd 
OT TAN ROEM? 2 YAWITAR SVERORENS g 


abrevod dosin gatob ore eyswlien miem on ett “Sie is 


yiieto mBo Jd: amete ye Ot Ss dex oqanext rtleAd? gntetme DO, 4 ; 


welts [itw aolitsutte Inieonagi? tledy ee test as. an 


EYRetGe SMMETROTGC moitesntoxoqnom edt to noltatelesos oh | 


a | 


: ed HPivow syewits: ed? jethese of yew sa0 -eidettaeb | 

\ Htiw sedsr taetetni wol te aiteesd meol tat fqso. & mee q f 
o.1 fi i 4 
me A cans 
Le fie : as - . ’ , = 7 ‘4 a ii ' 
“ ,dieerrravol featebell oda yd beetastesm to bs ago. Br ‘7 


ny! ' 
sooty Tec. sgelosdo ae ai 


onidietis nathennaains 


a pela Bx ra if ool ° bape on by F oe 250 y 
Sh7.03 C£SVik Sh Diwoms aothetebLadces -grom 


= 


actviee edeleado wo ofmoncosar To gmen at) ae 


oS 


6 wh ee vie é af’ wa Cane + ft + oe ve ebige ? 7 1 | 
ad SL. OG A> . tad }s sqqo Ti) ebfi OL2267 7 opi S a o ive ¥ isisotdtag » ks 
ate jd. begassttew tegdal om S48 c9eciviesa Aaoges ered j 


a 


surpaery yolwesio aod to sarssed oiabadiiied nu. ae | 


~~ ~ a sie ae ene 1 orm oe sy AL © Teese yak ok m- a n . 7 
i¢ dmemnichusds eds tentegs tremugs Lewes ont oor. | 


send. 1o nolivainoqeasyd To axe? exe on teqne. Ss ¥ bevien: fe le 
: © 
le 


-ISS¥ 3a3 To asmid atsines gaiiso Seteloat) ed) tdgia tr, 
o hi 

at wod taomgivps sossas¢nbge 36 sayd edd Adio ccovewetic! Eat 
~ £ *- , ae wm oe 4 
to7 Davgeloal ois. dotdw seas iq wet, yrer sua eted? acid i 


| 


ot s#b beecolo snted ebaotr yd emte Xe boirsq ssl 


y 


t af y 
et a iy yt tae i tl tg cin titi, . yt tna eae ata er At Ey ei <bean nn PEE Al ee ae a - oe Se a a 


VW golvisa mh yttildtagog oak - “atoldtbees. renidec 
a 

Sed yintetrss bisow sent gaislound beawe panties . | 
i iad sag 
| | Babloued etaving yas yd bsbtverq asotvies edt ir 


oe 1 


| of 
- ; Ura 1a | 
ae to notdssilqub iw tecesw, baa snotmononea Skee 
_ | Sted .sidkezog es vet ag boblova ed bisode es 


\ewlis eit asented cotter i 


a fi 


-_ a 


and ef 
Vad ve 
nals 
\ inne 
ey 
vi 7 


=< ar oar 
Tg: a) an oP 
Np. 4 a 7 5 
: wn Pe) 
a * fo r. v 7 


#i ; 3. | : : - is _ > 


‘ ANGUS, STONEHOUSE & CO, LTD. ; 
TORONTO, ONTARIO Gee ; 6312 


in terminal services in the larger cities. For 
example, there are five railway lines serving the greater 
Vancouver metropolitan area and it is not unusual for 
carload shipments to be handled by three separate railway 
lines inside a relatively small area. A fact finding 
committee should be set up on a high governmental 
level to adéertain where economies can be effected by 
elimination of duplication in switching services in 
the larger areas and more co-operation between the 
switching lines. 
4, ASSETS AND EARNINGS OF THE RAILWAY COMPANIES 
IN BUSINESSES AND INVESTMENTS OTHER THAN RAILWAYS: 

; During the hearings of the Rate Base-Rate of 
Return Case, the Board of Transport Commissioners arrived 
at a "requirements formula" which has appeared to be a 
satisfactory ueetee in assisting the Board to 
judge the reasonableness of freight rates. While the 
Board of Transport Commissioners should keep in mind 
the land and other grants given to the Canadian Pacific 
Railway, transportation rates should, as far as possible, 
stand on their own feet and come closer to the cost of 
service principle in the making of railway freight 
rates. If the Canadian Pacific Railway Company is to 
remain as the "yardstick" then any profits or losses 
from other than railway operations should not be taken 
into consideration, as, if they were and the C.P.R. 
railway ratés ‘were reduced thereby, the Canadian 
National Railways would, in order to be competitive, be 
compelled to reduce their rates to the same level. This 


could quite conceivably result in a deficit in Canadian 
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National operations, which would have to be met by the 
taxpayer of Canada. The users of the transportation 
service should be willing to pay for that service. 
5. OTHER RELATIVE MATTERS AFFECTING RAILWAY 
FREIGHT RATES: . | 
| Motor Carrier Competition: 
In the four Provinces, British Columbia, 
Manitoba, Quebec and Saskatchewan, where intra-provincial 
motor carrier rates are controlled, there is a reasonable 
amount of stability in the motor carrier industry. 
However, there is a need for more co-operation between 
the Provinces in the matter of rate control on inter- 
provincial traffic, or a strict control by a central 
federal agency. | 
The Royal Commission on Transportation in 
1951 came to the following colle Wationtietth respect to 
motor carrier competition. 
"The losses occasioned to the railways by 
motor trucks result ‘partly from traffic 
diverted to the latter and partly from the 
granting of competitive rates by the rail- 
ways in order to retain as much of the 
traffic as possible. The Railway Association 
of Canada estimates that at least $50 million 
is being lost annually by the railways as a 
direct result of reductions made in freight 
rates (competitive rates) intended to retain 
some.cof wheitraffie angen ants 
The effect of these losses in railway revenues 


is to throw a heavier rate burden upon the 
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1 
‘3 traffic which is non-competitive, that is 
3 ‘long-haul and low-valued traffic. This 
4 - burden is borne especially by those sections 
5 of the country, such as the Prairie 
Provinces, where truck competition is very 
: much weaker than in Central Canada ... 
‘ It is éeident that ... motor vehicles, mostly 
6 under provincial control, constitute a most 
9 serious form of competition to the railways. 
10 It also seems likely that this competition 
11 will increase in strength with the progress 
12 made in highway development. It must be 
13 borne in mind, in relation to this question 
‘4 of highways traffic, that the trucks are not 
to be considered as providing merely a form of 
. unfair competition to the railways. The 
oi trucking industry has a useful part to play in 
17 transportation. A large part of its business 
18 is applied to the hauling of traffic which woul 
19 not go to the railways in any event." 
20 j Entry into the inter-provincial trucking field 
a1 is reasonably easy and in many cases, the motor carrier 
x has quoted unrealistic rates and has hauled merchandise 
at these rates only to find out eventually, that they 
a are uneconomical. However, in the meantime, the 
nis railways have met these uneconomical rates and are left 
25 


with unduly depressed competitive rates, established to 
26 meet competition which can no longer exist at the quoted 
D7 rates. 


28 While shippers may gain a small temporary 
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2 advantage by reason of such rate cutting practices, 


3 stability ‘in the transportation industry both in rates 


4 and services are far more important in the overall 

5 picture always provided the rates are such as to enable 
the goods to move. 

: Free flow of goods and passengers between all 

’ segments of Canada is vital. Regulations which will 

8 


achieve. the maximum freedom of movement of traffic while 
9| retaining overall control in the interests of the 

10 shipping public are necessary. 

11 Inter-provincial motor carriers should be 

12 controlled by a Central Federal Agency’ so that a 


degree of stability will be reached which will not 


13 
only eliminate the uneconomical rate wars which usually 
- result in the motor carrier being unable to continue 
i his operation and are not in the public interest but 
ie ensure a satisfactory reliable service available to 
17 all shippers. 
18 Respectfully submitted, VANCOUVER BOARD 


19 OF TRADE, 
20 THE CHAIRMAN: Thank you. 

MR. BRAZIER: Q. Is there anything else 
you wish to add? 


A. Nothing at all. 


CROSS-EXAMINATION BY MR. CUMMING: 

Gs Perhaps if: thé witness sat down he 
would find it more comfortable, Mr. Chairman. 

Can you hear me all right from here, Mr. 
Elmer? 


A. Yes. 
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Q. On the first page of your brief, Mr. 


Elmer, you refer under the first title to the inequities 
which existed in past years, and you say that, 

"An honest and worthwhile attempt is being 

made to reduce them." 

Now, IL wonder if you would be good enough for the 
benefit of the Commission to give us some examples of 
these past inequities to which you refer, and the steps 
that have or are being taken to remove them. 

A. Yes. One would be the amount in differ- 
ential which used to apply on goods travelling to and 
from the Pacific Coast and which has now been eliminated. 

Then, there was the old basis of freight 
rate making which used to be in Eastern Canada, and 
first class was 200 per cent of fifth class, while in 
Western Canada first class was 200 per cent of fourth 
class. This has now been eliminated. 

The equalization programme has done much 
towards eliminating a lot of the anomalies. 

Q. Has the equalization programme been of 
any particular help in British Columbia? 

A. It has helped in some cases, I would 
Say. 

Q. Would you say that it had measured up 
to what was expected of it? 

A. No.) iL dion think I would say that. 

Q. You think it has fallen short of that? 

A. Yes. 

THE CHAIRMAN: Then, there is such a thing 


as the -mount@éin differential; at one time it was 
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claimed to be an inequity. 

THE WITNESS: Yes. I mentioned that one; 
that was the first one I mentioned. 

} MR. CUMMING : Q. Going on over now to the 
fourth page in the last part of the quotation there 
from the Judgment of the Board in the equalization 
case; you quoted there with the part dealing with 
sanwated and fictitious mileages. 

Now, so that wei may understand your position, 
do you; suggest that fictitious or assumed mileages 
should be eliminated completely from the freight rate 
structure. . 

A. Yes, we agree with that practice. 

Q. Now, what about the situation in regard 
to movements from the A and B territories; would you 
Say that rates westbound from Montreal should be the 
same as those from Toronto? Isn't there some 
element of assumed mileage in that rate grouping? 
| A. * There is an element of assumed mileage; 
I was trying to recall the Board's position in that 
rate case, and as I recall it, they stated it was more 
appropriate to be applied to the individual rates from 
each point, although a certain grouping would always 
be necessary, and we would like to see some type of 
grouping from Western Canadian points. 

Q. Although you wouldn't suggest as a 
matter of general principle that assumed mileages 
should be eliminated; it is modified to some extent 
by the desirability of groupings. 

A. The denavabtidits of grouping in shorter 
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distances, and longer range assumed mileages should 
certainly not be. , 

3 Q. Do you have any views on the constructive 
mileage for the water movement that exists between the 
mainland and Vancouver Island? 

A. No, we don't mention that in our brief, 
Bie ete) 1 

Q. Should that be continued or ... 

A. I am sorry, our Committee did not discuss 
that and it is not included in our brief. 

Q. And you take no position on it? 

A. No. 

Q. Now, dealing for the moment, then, 
with the question of the bridge subsidy, you speak 
of the principle of bridge subsidy and, as I understand 
it, that was suggested by the Turgeon Commission as 
what might be described as a temporary solution to an 
existing condition. 

Do you suggest, Mr.Elmer, that it is the 
view of the Board of Trade that there should be a 
subsidy of that sort wherever there is an unproductive 
region tratfiowiga? 

A. It is our view thati there should be no 
discrimination as between the territories; it. is put 
out in one section and it is unproductive, and then 
in other unproductive sections you have the same 
treatment. It is either that or do away with the 
bridge subsidy entirely. 

Q. Are there areas in British Columbia in 
respect of which you would suggest there should be a 
me a ee bridge subsidy? 
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A. I would say there are certainly some 
unproductiveareas in British Columbia; you can start 
from Revelstoke east to -- I was going to say Calgary, 
but it can be west of that, and at least to Banff it 
is completely unproductive. 

Q. Does. the Board of Trade think there should 
be another bridge subsidy for that area? 

A. We would say that if they are going to 
maintain a bridge subsidy in Eastern Canada, then they 
should give us a eed subsidy on that unproductive 
area in Western Canada to equalize our position with 
that of the Prairie Provinces. 

Q. Your first suggestion is that it should 
be eliminated completely? 

A. Yes, should be eliminated, right. 

Q. You say in the second last paragraph on 
page 4, 

"It should be possible for a shipper in 

Vancouver to ship to Brandon at the same rate 

which an eastern shipper is charged in shipping 

to the same point, since Brandon represents an 

“approximdté equal distance from those shipping 

centres." 

The eastern shippers' advantage to the 
Brandon market is because he gets the benefit of the 
bridge subsidy. | 

A. That is right. We are talking there 
about your basic class rates; they should be the same. 

Q. You have, perhaps, anticipated what I 


was going to ask you next, because I was going to put 
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this to you; assuming that there was a truck com- 
petitive rate established maki Toronto .to Brandon and no 
Similar competitive rate from Vancouver to Brandon, then 
the truck competitive rate, Toronto to Brandon, would, 
of course, not qualify for the. bridge subsidy and yet 
would be a lower rate rate than the rate from Vancouver 
to Brandon. 

Would you carry this principle on that you 
set out in the paragraph which I read to you to the 
point that even under these ciréumstances the Vancouver- 
Brandon rate would come down to the Toronto-Brandon rate. 

A. No, we would say that the railways 
Should be able to meet the motor carrier competition, 
provided their rates are remunerative. 

Q. Subject to that qualification, you freely 
accept the competitive posifion of the railways? 

A. Yes, the competitive position. 

Q. Now, dealing with what! you say about the 
equalized rate scale in the following paragraph, you 
mention that it is based or incorporates relatively 0. _. 
high freight rate charges going between the two points, 
and co go on at page 5 to point out that the British 
Columbia shippers are paying along with other shippers 
eiwel cued rates which are based en a weighted average 
which included rates which were at the time of the 
study relatively high, and which have since been reduced 
to the eastern shippers. 

Now, I just want to read to you from the 
introduction to the Waybill Analysis, Mr. Elmer, tecause 


I am not sure that I understand what you have to say in 
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this paragraph of the brief. 

In the Waybill Analysis, there is set out a 
description of the way that study is made. 

MR. BRAZIER: Which year is that? 

MR. CUMMING: I have the 1958 one, Mr. 
Brazier. 

Q. The Waybill Analysis for that year 
says, 

"The revenues from traffic carried between 

Eastern and Western Canada over-the 'bridge'! 

‘territory in northern Ontario have been 

adjusted to include the bridge reduction 
applicable. The railways are reimbursed 
by the Canadian Government for the amount of 
reduction. The 'bridge' subsidy does not 
apply to grain ... " 

and so on. 

Is that consistent with what you say about 
the equalized rate scale? 

MR. BRAZIER: If you don't mind waiting a 
minute until we get it. 

MR. CUMMING: Yes. 

MR. BRAZIER: We have copies of that now. 

MR. CUMMING: Q. Yes. 

A." We are quoting there from the report of 
the Royal Commission on Transportation, the way they 
have stated that; that the rates shipped over the 
bridge get into relatively high rates. The rates upon 
which the bridge subsidy were based,as I recall it, were 


in effect before this equalization programme was complete . 
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Q. I see. I was under the impression from 
some instructions that I had that that part I read you 
from the Waybill Analysis would indicate that the 
equalized rates were not based on a weighted average, 
as set out in your brief, put did take into account 
the reduction for the bridge subsidy. 

Now, the impression that I may have 
gained is possibly incorrect, Mr. Elmer? 

ie I think, sir, in 1958, as I recall, when 
the equalization programme came into effect, that the 
rates were averaged on the class rates right across, 
at that time,regardless of the bridge subsidy. They 
were based on the considered class rates and what they 
are saying here, as I unflerstand it, is that the bridge 
subsidy is taken out in these particular figures they 
are showing. | 

Q. But not accounted for in the equalized 
scale? 

| A. Not accounted for in the equalized scale. 
That is the way I understand it. 
Q. Going on, then, to another matter, 
Mr. Elmer, on page 7, near the bottom of the page. 
You say, in the last paragraph: 

"The selling of grain in world markets is a 

merketing problem, not a transportation 

problem... " 
Can you tell us, sir, do you know of any other grain- 
growing regions which are supplying grain, marketing 
grain in the world markets that are as remotely located 


from tide water as the Canadian prairies? 
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A. I'm afraid I couldn't answer that from 
personal knowledge, no. We are talking here strictly 
about the Prairie market. 

Q. We hear a good deal before this Commission 
that. their problem is not merely a marketing problem but 
also a transportation problem, because of their long 
hauls to tide water. And I was wondering whether or 
not when you made. this statement you had in mind any 
other grain-growing areas in the world which might be 
comparable in that regard? 

A. Our point is that it is the price at 
which you must sell the wheat ini the world’ markets 
which is the governing factor, not the cost of the 
transportation, but the final cost at which you must 
sell that wheat in the world market. That is the 
governing factor. | 

Q. On the next page, you go on to suggest 
that it is the view of the Vancouver Board of Trade 
that there should be a subsidy paid from consolidated 
revenue in connection with these grain rates. | 

What I would like to ask you is, does the 
Board of Trade have any Views as to how that subsidy 
should be paid; that is to say, should it be a subsidy 
paid to the railways or one paid to the farmers? 

A. We do not, and I would like to qualify 
this, too, by saying, sir, that we do say that if it 
is found in the national interest that grain should be 
sold on the world market, then a subsidy should be paid. 

Q. I see. There is that qualification. 

Do you have any views as to whether or not it is in the 


national interest, then? 
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A. We donot. We think that is the duty 
of the! Commission or some other body to find whether it 
is or ne not in the national interest. And if it is, 
then, to find out how a subsidy should be paid -- 
whether to the railways or to the farmers. 

Q. The Board of Trade takes no position on 
the basic issue? 

A. No, they do not. 

Q. Dealing ... 

A. Pardon me. May I ask what you mean by 
the "basic issue" on that? 

Q. The basic issue as to whether or not this 
is in the national interest. That is what you say you 
leave to the Commission to decide, or Some other body? 

A. Yes, 

Q. Now, in dealing with the level of rates 
in the next paragraph, you say that the greatest weight 
should be be vets to cost of service. 

Is it the view of the Board of Trade that that 
principle, if I may call it that, of cost of service | 
Should be one of general application in rate-making, or 
are you dealing with this solely with reference to grain? 

Ae We are dealing solely in reference to 
this paragraph with the Crow's Nest Pass rates on grain. 
Q* I ask whether you think it should go beyond the 
matter of grain rates. 

A. I'm sorry, I can only answer for what is 
in this brief, which has been discussed by the Committee 
and Board of Trade. 


THE CHAIRMAN: I think, Mr. Cumming, it has 
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been mentioned that this Commission can't decide. 
This Commission can only recommend. Parliament must 
decide. 

MR. CUMMING: Perhaps I assumed an extension 
of. the Commission's jurisdiction and maybe I led Mr. 
Elmer in that same thought. 

MR. CUMMING: Q. On page 8, again, Mr. 
Elmer, under heading 3, you make the suggestion that 
one way to assist the railways would be on a capital 
loan basis at low interest rates with moneys loaned or 
‘guaranteed by the Federal Government. 

Is that something that you would suggest 
should apply only to the railway businesses -- that is 
to say, should they be unique among business enterpribe 
in getting that sort of financial assistance from the 
government sources? 

As I don't think we say that, or go into 
that. We merely state that this would be one way of 
assisting the railway company to overcome some of their 
problems. 

Q. Do you go beyond suggesting that as one 
possible way? Do you rpcommend that that would be a 
good way? 

A, We do not. We just say it should be 
looked at. 

Q. L see. 

On page 9, you refer to\the question of 
duplication of service. You mentioned that there are 
five railway lines serving Greater ee Metropolit 


@rea. Would you tell the Commission what those lines 
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are? 

A. Well, I hesitate to say these in any 
particular order. 

MR. CUMMING: I don't think my friends 
across the way would be effronted by any order. 

THE WITNESS: The Gonad ian Pacific Railway, _ 
the Canadian National Railway, the tier Great Eastern | 
Railway, the B.C. Electric, the Greatern Northern 
Railway. | | | | 

MR. Wher dca Q. And you recommend steps 
should be taken eekeve the co- ad sad existing betwee 
them, particularly in matters of switching. Lf such 
co-operation is not forthcoming, does the Board, hold 
the view that it should be made mandatory tu some way 
or other? 

A, We have made no recommendation on that 
in this brief. We just say that this ROU certainly 
be the study of a very high level Bimal ese, This is 
a problem which has been going on for some time in 
Vancouver, about which we have been trying to do some- 
thing, without any success. We were hoping this 
Commission would recommend that some high level 
government body would look into the entire problem and 
find out what the facts really are. 

Q. Do you think that that recommendation 
Should, shall I say, have some teeth in it? 

A. Well, we would hope so, 

Q. ‘Brehbes the point of making inter- 
railway co-operation mandatory? Would you go that far, 
or- would you. think it should go that far? 
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A. I would say if it is found in the 
interests of the shipping public and the railways that 
it be made mandatory, then, yes. 

Q. Now; the next question, under the matter 
of assets and earnings. You say that the Board of 
Transport Commissioners should keep in mind the land 
and other grants given to the Canadian Pacific Railway. 
I'd like you to explain to the Commission, if you would, 
Mr. Elmer, just what you mean when you say that the 
Board should keep these in mind. 

What I mean is, here, should those grants, 
the land and other grants which you mention, have any 
effect in rate making, or be given any effect in 
rate making? 

A. We don't feel that they have any 
serious effect in rate making. When we are talking 
about land grants here, the question comes up of the 
revenues derived from the granting of those lands. 

We say that the revenues derived from the granting of 
those lands should not be taken into consideration in 
the making of railway freight rates. We could draw 
the parallel, here, I think, that other types of 
carriers, such as the motor carriers -- I don't 
think anybody would suggest that all the revenues 
derived from a storage operation of a motor carrier 
should be used to reduce his motor carrier freight 
rates. 

Q. If those revenues are not to be taken 
into account in rate making, then what effect is to be 
given by the Board of neaints ex’ Couimissioners to these 


grants when they keep them in mind, can you suggest? 
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A. iY don't think I know. I think we would 
just say it is something that should always be kept in 
mind that beers mate: these grants, and if they could be 
used -- you must remember that these were given to the 
railways in the years gone by to establish a public 
service. - That is all we are trying to state there. 

4 ah) I see. But you do not suggest -- I 
just want to understand your position -- you do not 
suggest that any of the revenues coming from those 
grants should have any effect or should be taken into 
consideration by the Board of Transport Commissioners 


pe 


in rate making? ae 

A. Well, they should hota ham aa erekne 
weight. I think they are taken into MERE Tybee ang 
ments formula laid down by the Board, which seems to be 
working fairly well today. | 

| Q. But beyond that -- you would draw the 
line at that? eu 

A. That's right. 

Q. Going into the next page, to the question 
of motor carrier competition, you say there are four 
provinces where inter-provintéal motor carrier rates 
are controlled. 

Would you, for the benefit of the Commission, 
tell us in which four provinces the inter-provincial 
carrier rates are controlled? 

A. The inter-provincial motor carrier rates 
are not controlled in any provinces. We are talking 


about the “intra", within the provinces. 


Q. Oh, I'm sorry. 
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A. And those four provinces are British 
Columbia, Manitoba, Quebec, and Saskatchewan, it is 
my understanding, at the present time. 

Q. To what extent are these rates controlled 
in British Columbia? 

A. They are controlled very well, I believe, 
in British Columbia. We recently had a case about 
a month ago where one carrier had its licence cancelled 
for cutting rates below his tariff rate. 

Q. And you say that there is a reasonable 
amount of stability in the motor carrier industry. 

Can you tell us just what you mean there? 

A. May I go back to this other, sir. The 
carrier who had his licence -- I shouldn't say completely 
cancelled. They were suspended, not cancelled. They 
were suspended for a period of time, and he was one 
of the larger carriers in the Province of British 
Columbia. I'm sorry-. I wanted to make that clear. 

What was the other question? 

Q. I wanted you to explain to the Commission 
what you mean by a reasonable amaunt of stability in 
the motor carrier industry? 

A. Well, you do not have quite the serious 
rate-eutting wars that you do have with the inter- 
provincial rates. The shipper or receiver has a 
reasonable knowledge of what his freight rates are 
going to be today and tomorrow and the day after, 
where the rates are controlled. 

Q. I see. i And on the other hand, do you 


find a more or less chaotic position existing where 
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controlsof that sort do not apply? 

A.» thatuis right. 

Q Going on to the next page, about the 
middle of it, you are dealing with the question of truck 
and rail competition, and you say, 

tesnlt phe pooner aes the railways have met 

these uneconomical rates and are left with 

unduly depressed competitive rates, establishe 
to meet competition mich can no longer exist 
at the quoted rates," 

Could you give us some examples of the situa- 
tion that you described generally in that part which I 
read to you? 

A. Well, rather than giving examples, I 
would like to say that this must be fact because I have 
before me a circular, No. 283, of the Board of Transport 
Commissioners, wherein the railways are requesting 
permission to amend or cancel their competitive rates 
on less than thirty days notice in order to meet 
changing competitive conditions. I think that tells 
us right there that these conditions do exist. 

Q. Apart from that, you have no specific 
instances in mind? 

A. There are num@rous ones that have actually 
happened, but I would hesitate to give actual names, 
“because many of them are members of the Board, and we 
cannot name names here, sir. 

Q. I see. 


When you suggest on the next page that inter- 
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provincial motor carriers should be controlled by a 
central federal agency, is it the view of the Board of 
Trade that this should be done by the Board of Transport 
Commissioners, or do you think that a separate regula- 
tory tribunal should be set up to deal with inter- 
provincial trucking? 

A. We are still discussing that in the Board 
of Trade, and have not made ttl poltiey on that at the — 
moment. 

MR, CUMMING : Thank you, Mr. Elmer. 


THE CHAIRMAN : Mr. Hume? 


CROSS -EXAMINATION BY MR. HUME: 

Q. Mr, Elmer, my name is Fred Hume, and I 
am representing the Canadian Trucking Associations, and 
I have just one or two points. 

First of all, may I congratulate you on the 
unanimity of your Board of Trade, when I read in the 
opening paragraph that this was approved by all these 
various Committees. As Chairman of the Legislation 
Committee of the Board of Trade of Metropolitan Toronto, 
I am aware of the difficulty in getting people to approve 
briefs, and getting all the views corelated. 

If you turn to page 9 of your brief, my first 
question is merely to ask you what you mean by the 
first complete sentence on the top of the page, dis- 
cussing abandonments and re-arrangements of services, 
and you niyo” 

"The possibility of service by railway-owned 


trucking lines would certainly be a factor in 
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TORONTO. ONTARIO 


(Hume ) . 
1 the services provided by any private trucking 
2 company." 
3 I interpret that, sir, as being that the 


4 threat of the railway entry into an area would keep the 
5 private trucking coneern on its toes. Have I inter- 


6 preted your meaning correctly? 


7 A. That is it. 
8 Qs. "°Page “10, sir. In discussing with my 
9 


friend, Mr. Cumming, with respect to the Provinces where 


10 intra-provincial motor carrier rates are controlled, I 
11 think in order to complete the picture I might ask you 
i this: in two of the four provinces that you mention, 
is namely, in the Province of British Columbia and in the 
ia Province of Quebec, the carrier sets the rates, then 
IS files those rates with your regulatory authority; and, 
1¢ having filed the rates, the rates cannot be changed 
i without the consent of the authority. And, in the 
a other two provinces, namely, Saskatchewan and Manitoba, 
in the provincial regulatory authority sets the rates, 
ns Am I aoe eérreat in that? 
a A. That is my understanding of it. a dada 
a add' that the rates in British Columbia, as set and filed 
a by the carriers, must be remunerative rates. 
= Q. Well, I Suppose so, Mr. Elmer, because,. 
“ being private industry, if they were not remunerative 
they would go bankrupt; wouldn't they? 
27 

A, Theat ia right. 
28 

Q. So the rates the carrier sets would nor- 
a mally be based upon his expectation that they would, 
30 


in his overall operations, make a profit? 
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A. Correct. 

Q. And having filed those rates, he cannot 
change them? Is that correct? 

A. He cannot change them without the authori- 
ty, in British Columbia, of the Public Utilities 
Commission. 

Q. If a carrier files a rate in British. 
Columbia between Point A and Point B, and then the. 
railways put in a competitive rate below that, the 
carrier cannot file an automatic competitive rate withou 
permission of your regulatory authority. Is that 
whe aah Am I right in that? 


A. mcEhat is. right. 
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Q. So, to that extent, ic motor carrier is 
not free to quote competitive rates in British Columbia 
unless it is on intra-provincial operations? 

A. That is right, on intra-provincial. 

Q. Then, in inter-provincial rate control, 
let me tell you so there is no misunderstanding, it is 
the policy of the people I popueasab, thet-they request 

‘and would like to have some sort of inter-provincial 

rate control. You say there is need for more co- 
operation between the provinces in the matter of rate 
control on inter-provincial traffic. Was the Board of 
Trade aware that the matter of inter-provincial traffic 
is a federal matter and not a provincial matter, and the 
measure of control between Cis buay tu ees has not got very 
much to do with that? 

A. We are aware of that, and we are also 
aware that the federal authorities threw it right back 
to the provinces to control it. They refused to take 
responsibility. 

Q. And they passed the Motor Vehicle Transport 
— Act which constituted your previne lat Board in British 


Columbia a Federal Board for whatever controls you wanted 


to impose? 

A. That is correct. 

Q.- Iam sorry, I am not aware of the name of 
the Board» here? 

A, The Public Utilities Commission. 

Q. So that the Public Sui Lees! Gheateeine of 


British Columbia can decide on a matter of inter-provinciall 
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rate control, acting as a Federal Board for that purpose 

A, They are, only in so far as the motor 
carriers operating in British Columbia on inter- 
provincial rates. As soon as he crosses the border 
into Alberta, the British Columbia Board has no control 
over the rates from here to, say, Winnipeg. 

Q. And this is something which, as I under- 
stand from your answers, that the Board of Trade here 
would like to see stabilized and changed? 

A. That is right. 

Q. In your quotation which you give from 
the Turgeon Report in 1951, I notice in the last clause 
at the bottom of page 10 where Mr. Justice Turgeon and 
his colleagues spoke about the fact -- 

"Where truck competition is very much weaker 

than in Central Canada": 
would you agree that in the intervening ten years the 
situation has very drastically changed in Western 
Canada with respect to the growth of motor carrier 
competition? 

A, I would agree it has changed considerably. 

Q. And that, as a matter of fact, as I am 
instructed and interpret the brief of your province, the 
order in whiich the provinces occur in population or 
strength of industry is, first of all, Ontario; second, 
Quebec; third, Alberta; and fourth, British Columbia. 
That appears in your provineial brief, andit comes from 
the 1957 estimates of the D.B.S. figures. It appears 


on the fof hire trucking on page 59 of the provincial 
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brief, where they show the total mileage and the net 

ton miles, and they are in order of strength, as I under- 
stand the table, and Isee that British Columbia appears 
fourth. There is Some change, then, in the relative 
situation in that British Columbia, whatever it was ten 
years ago, is now fourth, and your truck population is 
sinereasing, isn't it? ; 

A. It is increasing. 

Q. So that the situation that was under revie 
in 1951 is a somewhat different situation than that 
whitch is under review at the present time? 

| A. I think, though, that Mr. Turgeon was 
talking here about the prairie provinces, and not 
British Columbia. 

Q. That is true; he was. However, I am 
relating that to British Columbia in the sense that 
there has been a strengthening or the truck population 
is not as out of balance in 1960 as it was 7in?1951? 

A. Right. 

Q. My last point deals with page 11 where 
you leave me with the impression, when I read the first 
paragraph of your brief after the end of the quotation, 
that it is fairly easy in this province to get into the 
inter-provincial trucking field. May I ask you whether 
or not your Public Utilities Commission holds a hearing 
and requires a certificate of public convenience and 
necessity in order to enter into the inter-provincial 
trucking field? 

A. As far as I know, they do not for inter- 


provincial traffic. 
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Q. My instructions are -- and maybe Mr. 
Brazier can help us -- that you require to have a 
hearing and that the certificate of public convenience 
and necessity is required before you can start on- 
that? 

| A. Iam sorry; I am given to understand 
they do now require it, but there is no control over the 
rates. | 

| 2 Ok, I realize that, but we are not tdiking 

about rates now. One who wishes to go into that sort 
of business in competition with other long haul carriers 
must satisfy your Br, Shebouibe that there is a need for 
that service, and then I suppose, you will agree, they 
must have the necessary capital to provide the equipment 
and terminals, and so on. 

A. Or, be able to have the motor carrier 
Suppliers cle them credit for that equipment. 

Q. And when credit is given, it must be paid 
for in the end? 

A... Theat ia Sight. 

Q. I am wondering whether or not you are 
understating the case Slightly when you use the words 
Poessauetty easy". This is a matter of interpretation, 
I know, but it is no easier in British Columbia than it 
isin any other province? 

A. It seems to be relatively easy in any 
province by the number of carriers coming and going in 
the inter-provincial field. They are changing all the 
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Q. They are changing all the time in ti tisk 
Columbia ? 
A. Quite often. 
Q. When I read this over the week-end -- and 
I have been trying to do a little homework -- I took 
the longest haul I could find from, Say, Vancouver to 
Ontario and Quebec, and I came across these names : 
East-West Transport; that is one of the carriers 
operating? 
A. That is right. 
Q. And they have been in business for a few 
years now? 
&. Yea. 
Q@. Gill Interprovincial are operating into 
Ontario from Vancouver, and they have been in business 
for some years, haven't they? 
A, Gill Interprovincial no longer operate 
under that name. 
@. Well, Gill-Pix -- it is a combination of 
Pacific Inland Express and Gill Interprovincial? 
A yo pYes. 
Q. But the predecessor company -- Gill -- 
has been operating for a dozen years? 
A. Yes. 
Q And Sabre Freight Lines is another well- 


established carrier running from Vancouver to Ontario? 


Q. D.S. Scott Transport have been running for 


over six or seven years, have they not? 
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field easily, quoting unrealistic rates, forcing the 


TORONTO, ONTARIO (Hume ) 
1 
Re Tne. Le Tiga. 
y. 
Q. Are there any others that you can tell me 
3 | 
that got started in that run and have fallen by the 
4 
wayside in the last five years, because I could not find 
2 
any, and I just wanted to see if we could complete this 
6 . 
picture? You do not need to name them, sir; you 
: 5 
could give me a number. I am not concerned with who 
Bi 
they are. 
9 ‘ 
A. I am not quite sure of that. I think 
10 
there have been one or two who have found their opera- 
11 | 
tions were uneconomical, and they have consolidated 
12 
and been bought up by some of the other lines. 
13 . 
Q. But, in the last seven or eight years 
14 
there haven't been any serious bankruptcies involving 
15 
_ an inter-provincial carrier running in and out of 
16 i 
‘ . British Columbia to the east? 
1 y eh, 
A. I would like to answer that one about a 
18 
i month from now, sir. We understand there is one now 
9 
om that is very shaky. 
Q. I takeit from what you say there is one 
21 | 
now on the verge? 
pal 
A. Getting close to it. 
23 
a Q. Would you say, just examining that 
Sa paragraph, that the impression -- and I am sure the 
Se Board of Trade does not want to leave any impression 
oY that is not in accordance with the whole picture -- 
98 that the impression I got of your first complete 
99 paragraph is that you have people getting into the 
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railways to lower their rates, and then falling by the 
wayside and leaving the railways with competitive rates 
with no competition. That is the impression I got. 

May I ask you whether that is the intention of that para- 
graph? 

A. This does happen. It does happen; they 
certainly quote on realistic rates and the railways 
meet those rates and they are left with them. 

Q. Are you talking intra-provincial or 
inter-provincial or all? 

hb. Charly 

Q. On the inter-provincial --- 

A. Another thing too, sir, you mentioned the 
truck lines that only go -- they are the long haul 
right across Canada, but, there are other inter- 
provincial hauls that operate from here to Alberta and 
Manitoba. 

Q. Yes, I understand that. I think I 
qualified what I said by saying that I took the longest 
haul -- the one that would appeat to be the most 
difficult to operate, and I know there are a great many 
others. 

Ave It is also the one where there is the 
most traffic on the westbound haul. 

Q. If a trucking line does quote an unrealis- 
tic rate and goes out of business, then the railways are 
committed and, in fact, do eliminate their competitive 
rates, do they not? If the competition is not there, 


they do not need to keep the competitive rate? 


ad | . Aji . 
; | we Ne pontees send bos sedan ated? 
e RS 
oD ee a _pyidnsegmos adtw. eqewltex atid pian bas 8 


"y al 
fa ab allt 


ie ahs | 
ay ; 908 z foLeeorqat add er tea? da 
5 ae, iat! ‘0. ponsnsve oid. el tant toddedw. woe Mee T vat 


4 


oe (neqaden soob IT -fogqen esob shay  .A F 
ayewl iat Say ons eetex ottelisex so sioup “intedxes 
mods Avtw Jtel sts yeds bas aever scons teem | 
so {[stoautbvasq-sitat satdied soy eth «ff 


Sif te Ietontvetg-sr9dal 


[stoniverg-ietol 

ait beaottasm 
fuse gaol a yfno david peati amour 7 

| -"930i tadto ens osadd ,gud . 28D eRotosS ddgie f 


ql tl 


bas etzediA o¢ sisd movi sdevedo Jedd elwad [stontverg | 


y 


i 
A 3 


. sde?tasM 
I daids I tédd. bastevobas I .8e¥ 2 
| Puan ent Hood I dant aniyse yd bites I dsdw ined 
Jéom sd3 sd od th9gge Dluow vse sno pad. -~ fued) 


~ Yetem Jaoxy, & ot68 Sisns word I base ,stexege ot tisolIIth — 


esd3o 


sd} af stsds otenw sito edi oale ai. 3I A 


.{yen bavodteew sat se ashe. taoe a 


Gamat 18 Sioup ee0b ents gniveutd 6 IT la yf aoe — 
6 syswilst ed? neds ,asentsud to ram, ogy mas soe ‘ r ond 


7 


- avsatesqnee ated et satmtio: ob ninth 
a 


— 


one me el mpbatteqnos ods II ‘al 


and ita 
2e 7 


* ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6341 
TORONTO, ONTARIO 
(Hume ) 


A. They do on thirty days' notice. 

Q. Is that what you referred toin the 
final paragraph -- “uneconomic rate wars"? You are 
speaking of the situation we have just been discussing 
in that final paragraph of your brief? 

As Lee, and the intra-provincial rates as 
well. 

Q. Well, if your rates are controlled in 
this province, how do you get the uneconomic freight 
war, if your Public Utilities Commission controls the 
rates? Do they have no regard to the railways' 
position, or is there regard purely for the reasonable- 
ness of the trucker? 

A, Their regard is purely the reasonableness 
of the truck rate, regardless of the railways in any 
area. 

Q. Are you suggesting they might consider 
each province be exhorted in fixing its truck rates to 
have regard to all transportation agencies? 

A. No. What we are saying here, in effect, 
is that sometimes we feel the railways may get stam- 
beana into meeting rates which they need not meet at 
times, and we feel they should look much closer at 
some of these uneconomic rate wars. 

Q. My last question -- and I have been 
discussing with you, and you have been answering me 
strictly from the standpoint of the for hire trucking 
industry: we must bear in mind that there is a very 


large movement in Canada between provinces and cities by 
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privately-owned truckers where a manufacturer or a 
farmer, as the case may be, hauls his own goods in his 
own vehicle? 

A. There are quite a few, yes. 

Q. And that is true in British Columbia as 
well as other places in Canada? 

A. That is right. 


MR. HUME: Thank you very much. 


---A short recess. 
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CROSS -EXAMINATION BY MR. DICKSON: 

Q. Mr. Elmer, my name is Brian Dickson and 
I represent the Northwest Lines Elevator Association. 

There are one. or two points that I would like 
to discuss briefly with you which you wrote in this 
brief which has been submitted on behalf of the Vancouve 
Board of Trade. 

The first question concerns something appearin 
at the middle of page 5, where you state, 

"... freight rates on commodities other than 
grain and grain products are inflated to 

‘offset railway losses in the handling of 

export grain", 
and as authority for that you state that that has been 
confirmed by some members of the Board of Transport 
Commissioners, and then you refer to statements made 
by Mr. Buckingham, Mr. Emerson, and others, and when 
you say, 

" ». some members of the Board of Transport 

Commissioners for Canada", | 
which members do you have in mind, additional to Mr. 
Chase? To 

A. I am sorry, I was referring back to the 
hearings. It seems to me there was a discussion on it 
at one of the dine hearings. 

Q. offhand, ae don't ae what it me 

A. offhand, I couldn't give you that. 

ft Mr. Elmer, you are aware of the fact that 


the railways have submitted to this Commission in 
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October of Pee year detailed voluminous cost studies 
on what they consider to be the position of the costing 
of the movement of export grain. 

A. Yes. | 

Q. And you are aware that later this spring 
the Provincial Council and other interested aeianas 
to have the opportunity of examining these figures and 
these studies and presenting rebuttal evidence; you 
are aware of that? 

Aa wke@S. 

Q. And these statements to which you refer, 
I take it, were all made prior to the submittal. of 
these cost studies to the Commission? 

A. Yes, they were. 

Q@. And would have to be considered in the 


light of what may come out of those cost studies? 


A. That is right. 

Q Now, at the bottom of page 7, you speak of 
"low rates forced on them by statutes". What do you 
have in mind there; what does the Board have in mind 
there? 


A. To see that no carrier should be com- 


pelled to maintain unrealistic rates on any given 
commodity and then have to charge higher rates on 
other goods to make up for low rates forced on them 
by statute. 
What we are saying is if any low rates, 
unremunerative rates are forced on the railways by 


statute; . then the carrier should not be compelled to 
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maintain such Pacesy oud the shippers of goods, other 
than goods shipped on those unrealistic rates, .to make 
up the difference, | 

Q. When you speak of low rates forced by 
statute, the statute you are speaking of is the 1925 
legislation. 

A. We are talking about any kindof statute 
here. 

Q. As far as the export grain rates are con- 
cerned, does your paragraph have reference to grain 
rates? 

A. If you talk of grain rates, it would 
have -- ar dnremuneretive rates on grain were forced 
on the railways by statutes. then we say that shippers 
of goods other than grain should not be paying higher 
rates to make up for any losses which might be sus- 
tained: on that traffic. 

Q. And you well recognize in speaking of 
eee grain rates, that there is in the background 
the Crow's Nest Pass Agreement of 1897. 

A. + There is. | 

MR. SINCLAIR: Far in the background. 

MR. DICKSON: Q. And you still also 
recognize that as recently as 1938, there was an 
expression of opinion by .the then president of the 
Canadian Pacific Railway that the eels Nest Pass 
Agreement was a good agreement from the point of view 
of all concerned. 


A. I am sorry, I couldn't answer that; I 
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don't know. 

Q. In the middle of page 8, Mr. Elmer, you 
State, | 

"An acceleration of the modernization programm 

appears desirable." 

Does that indicate that it is the opinion of your Board 
that the railways have not modernized as fast as you 
feel they should have done? 

A. We say they can only move as fast as 
their financial situation will allpw. 

Q Do you think, in fact, that they have 
modernized, say, at a comparable rate to the American 
lines? 

A. I don't know the situation in the 
American railways. 

Q. Do you know whether the railways have 
been shackled in their modernization plans by shortage 
of funds? 

A. I don't know that for a fact, but it is 
our understanding that they have stated this on 
occasion, that they have been shackled to a certain 
extent by a shortage of funds. 

Q. Do you have any particular quotes? 

A. No, I don't. 

Q. Then you speak of, 

"One as to assist the railways would be on a 

capital loan basis at low interest rates". 
Now, isn't the granting of a low interest rate in 


effect a form of subsidy? 
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(Dickson) 
1 
A. Subsidy to whom? 
Q. The railways, the people who receive 
3 
the low interest rate. 
4 
A. I wouldn't say so. 
5 
Q. How would you define a subsidy, Mr. 
6 
Elmer? 
7 
A. A subsidy, in my opinion, is something 
8 
which is given to someone to offset a loss. We are 
9 
not talking here of low interest rates, or about 
1Q ; 
giving them the money for anything and somebody else 
11 | 
paying for it. We are saying that if they could borrow 
1W 


money at a low interest rate, it would help, and I 
13 a 
think anyone would agree with that. 4 


14 
Q@. Are you suggesting that a grant of money 
15 
from the Federal Government to the railways be given 
16 
at what you call low interest rates for modernizing 
7 
purposes? 
18 
A. I am not talking about grants; we said 
19 
a loan. 
20 | 
Q@. A loan from the Federal Government to the 
21 | 
railways for modernization purposes. 
22 ; 
A. We merely say exactly as the brief states 
23 
it, 
24 
"One way to assist the railways would be on a 
25 
capital loan basis at low interest rates". 
26 
: Q. You wouldn't consider the difference 
2 
Me between the normal going rate of intersst and this low 
“ interest rate as a form of subsidy? 


A. We are not talking about that at all; we 
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4 


are merely making the statement that this would be in 
the way of assisting the railways. 

Q. ,Well then, under "Obsolete Services", 
you say, 

"More consideration should be given to the 

abandonment of uneconomic or obsolete services 

particularly where the traffic has dropped to 

a point where such services are no longer 

warranted", 
and so on. 

Do you have in mind there the reduction of 
their passenger service? 

A. We mentioned service as such, whether it 
be passenger or freight service. 

Q. Do you include in that service the tearing 
up of branch lines? 

A. When you talk about the tearing up of the 
branch lines, that is an additional cost; it may not 
be too necessary to tear up the line at all. 

Q. Do you encompass in this the possible 
abandonment of a branch line? | 

Ay ‘Yes. 

Q. When you speak of "minority pressure 
groups", who were you speaking of? 

A. No one in particularl;: any minority 
pressure groups who might make awhsicedtend to the 
Board on the basis that such a service might be 
necessary. 


Q@. Do you regard the words "pressure group" 
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as being critical of those people who are making the 
representation. 

A. I am not mentioning any one particular 
person or group here, so I don't thiink we could call it 
eritical, 

Q. When you say "pressure group", what does 
that convey to you? 

A A group that puts on pressure. 

Q. I will go along with you that far. 


Do you regard it as proper for a group to put on 


pressure? 


A. If they can get away with it, yes. 

g.Dov'you : think they can get away with it. 

A. What we are talking about here is that 
very many times we feel that an operation is kept in 
service through some small group. Well, it may not 
be the total overall interest of the -- l1ét us say, 
the railways as a whole, and a small group might go to 
the Board of Transport Commissioners and say that they 
need a particular service in effect, and that such 
service may be kept in effect because of the rep- 
resehtations of such a small group. 

3 Q And that is what your definition is of 
pressure groups? 

A Regardless of the overall condition of 
the railway cost, and in this particular case that 
would be our definition. 

| Q. Those people who are affected by the 


line abandonment, that is the group who are putting the 
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TORONTO, ONTARIO 


(Dickson ) 
1 pressure on? 
2 A The people who might be affected. 
3 Q. Yes, the aauté who might be affected. 
4 NOW, we. 
5 | A. Whether they use the service or not, 


6 they may still be affected. 


7 Q. But if the people who go before the 
8 Transport Board and say, "We don't think the railway 
? Should abandon this line", that is whom you are speaking 
10 of? 
11 
A. Some of them, yes. 
a Q. Now, the Regina Paper,the Leader Post, 
13 
in the issue dated December 30, 1959, had this to say 
14 
regarding Windthorst: 
15 ‘ | 
Town and Country People met. Monday night 
16 
in the KC Hall to discuss the Canadian 
17 
Pacific Railway's Application to abandon the 
18 
Leston-Wolseley Line. Village Overseer 
19 
Les Katona was in the chair, and Secretary 
20 
W. C. McArton read reports concerning the 
21 
railroad. About 50 attended, and were 
be 
unanimous in protesting the railway's move. 
23 | | 
Representatives from Baring and Peebles joined 
24 | ai) 
in the protest." 
25 Na 
Then, near the end: 
26 
"Should the application to abandon the line 
27 
be granted, there will be a number of towns 
28 
without rail service, the largest places being 
29 : 


Wawota, Kennedy and Windthorst, all of which 
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have station agents." 

Now, do you regard those 50 town and country 
people as a pressure. group? 

A. Without knowing the complete circumstances 
of the case and reading the evidence and the transcripts 
I couldn't answer that question at all. 

i Q. Well thén, you will agree with me to this 
extent, that each casé hag to be determined — its 
own particular facts. | 

A. Yes. 

Q. And you would agree with me to this 
extent, that each group of people who feel they are 
affected should have the right to go before the Board. 

A. They should have. 

Q. And present their view of the matter? 

A. Right. 

Q., And at the present time, that Board is 
the Board of Transport Commissioners? 

A. That is right. 

Q. Which ‘he an impartial Board ? 

A. Thatiis right, 

Q. Is there any reason why that Board cannot 
Keely cleans partiduiar applications at deal with them 
on the merits? | 

A. No reason at all. 

Q. And you cee suggest there should be 
adequate notice to the people in the area? 

A. There should be. 


Q. And that they should be permitted to come 
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before .the Board and say why they think the line should 
-continue. 

A. They should. 

Q. And in the light of all the circumstances, 
the Board should make a decision. 

A. They should. 

Q. And that the railways and the people 
asking for the abandonment, if it turns out that there 
is evidence in the balance, the onus should be on. the 
railways to establish that as it is in any other aeanea 
tion going era a Court or any judicial body. 

A. The onus is where the statute states it 
Should be. 

Q. If the railways are asking for approval, 
as is now the case, the onus is on the railways, I 
Suggest, and are you agreeable to it being there? 

A. Yes, if that is what the statute says. 

Q. Do you,feel there. should be any compensa- 
tion paid to any of the people who may be very seriously 
affected financially by one of these abandonments? 

A. I would say this, that the usual cause for 
abandonment is because their traffic has gone down to 
Such a point that i8~is uneconomical to maintain 
that service,:andsusuallyiiwhere that traffic has gone 
down to that point there is an alternate service 
available. 

Q.- But then, let us say it has gone down to a 
point where the railway comes before the Board and 


establishes that it is unremunerative to some extent, 
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“ ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6353 
TORONTO. ONTARIO (Dickson) 


according to their bookkeeping. records, and if that 
means additional cost to the people using that line and 
who would be affected by the abandonment, would you not 
think there should be some provision for compensation 
to them? 

A. I think we answered that in the para- 
graph at the top of page 9, where we said, 

"The possibility of service by railway-owned 

trucking lines would certainly be a factor in 

the services provided by any private trucking 
company." 
There are certainly other methods of providing this. 

Q. Suppose, Mr. Elmer, knowing the line was 
there that someone builds a lumber yard relying on the 
continued service, and then when the line is removed, 
that lumber yard may no longer be necessary; shquid 
any compensation be paid for that? 

A. I would say this, that if the railways -- 
or, if there is some other alternative method of moving 
his goods in an economical manner, then I don't say 
that he should have any recompense. 

Q. But suppose there is some additional cost 
involved, say, to farmers delivering their grain to a 
particular siding, would you think that they should 
bé: compensated? 

A. I would say this would be, what is in 
your own words, that each case should stand on its own 
merits. 


Q. You wouldn't rule out the possibility of 
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compensation? 

A. Every individual one would stand on its 
own merits, and it is hard to say in a general broad 
Statement of this type without having actual knowledge 
of it; it would be very difficult to determine. 

Q. You say it should stand on its own merits. 


Are you thinking of an actual abandonment, or the 


possibility of compensation to people who are adversely 
affected financially by the abandonment. 

A. I think you are getting into another 
realm which is nowheres in our brief. 

We are saying that more consideration should 
be given to the abandonment of uneconomic or obsolete 
services ; we are not saying how it should be done, 
who eels be paid for it or whether those persons should 


get recompense. We are merely stating, in trying to 


" 


be helpful, that we think that more consideration should 


be given to abandonment of uneconomic lines. 


Q. Do you know the extent to which the 
railways are now seeking abandonments in that particular | 
area? 

A. Wo, L.don't. 

Q. Do you know whether there have been any 
abandonment applications affecting British Columbia in 
the last year? 

hewn o Laon! t. 

Q. Would you know within the last several 


months that there have been six abandonments affecting 


the prairie provinces? 
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(Dickson) 
. Aéonph didnalt know that. 
‘ Q. Totalling some 342 miles. 
’ A. I have no knowledge of that. 
. Q. You say at the bottom of page 8, 
5 "there are very few places which are isolated 
: for any period of time by roads being closed 
‘ due to weather conditions". 
$ Are you speaking of British Columbia or are you speaking, 
say, of Northern Saskatchewan and Northern Manitoba as 
well? 
11 
A. I don't know the conditions in Northern 
_ Saskatchewan or Northern Manitoba; I am talking about 
British Columbia here. 
‘ Q. Yesterday one of the witnesses said that 
b: you had very few branch lines in British Columbia; woul 
% that be a fair statement? 
. A. It certainly would. 
Q. So that this, really, isn't any particular 
: problem as far as British Columbia is concerned? 
is A. The abandonment of branch lines is what 
5 you are talking about? 
- Q. Within the province, you wouldn't be 
2 facing any major abandonments within British Columbia. 
ie A. Not to my knowledge. 
¢ Q. And on page 9 you speak of, 
: "A fact-finding Committee should be set up ona 
es high governtiental level", 
a8 and I think in amgwer to one of the questions of 


Commission counsel, you expressed the view that the 
30 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Elmer, cr-ex 6356 
(Dickson) 


recommendations of that Committee should be mandatory; 
you are speaking there of the elimination of duplica- 
tion in the switching services in the larger areas and 
more co-operation between the switching lines. 

A. That is one section of it. 

Q. Did I understand you to say that it is 
your impression that grants given to the railways are 
taken into account in calculating the requirements for 
the permissible level of rail earnings. 


MR. SINCLAIR: Is learned counsel suggesting 


they are not? I think you should be fair with him. 


THE WITNESS : I have been told they are; 

I don't know of my own personal knowledge whether they 
are or not. 

MR. DICKSON: Q. The gist of your para- 
graph on this particular subject is that you draw a 
possible distinction between grants on thé one hand 
and earnings or revenues from other railway operations 
on the other hand; is that right? 

A. We are talking here mainly about the fact 
there hds ‘been a requirements formula set up by the 
Board, ental doesn't appear to,. in our opinion, be 
working favourably today. | 

Q. And you dre saying as far as grants are 
concerned, the Board of Transport Commissioners should 
keep this in mind, but as far as the level of earnings 
on the non-rail enterprises, they should not be taken 
into account on freight rates, 


A. That is what we say. 
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“ ANGUS, STONEHOUSE & CO, LTD. Elmer, cr-ex 6357 


TORONTO, ONTARIO 


SF (Doherty ) 
| 
CROSS -EXAMINATION BY MR, DOHERTY: 
2 ' 
Q. Mr. Elmer, my name is Gordon Doherty, and 
3 
I am here on behalf of the Province of Saskatchewan. 
4 
I wonder if you would assist me in the understanding of 
5 
the sentence at the top of page 2 where you say, 
6 ou 
"Some of these inequities are due to geographic 
7 
location and volume of traffic in a particular 
8 
area," 
9 
Could you explain what you had in mind there? 
10 
A. We are talking here mainly about the 
11 
bridge which is causing an inequity today. 
12 
Q. It is just the bridge subsidy? 
13 
A. Mainly the bridge subsidy we are talking 
14 
about there, 
15 e 
ie Q Speaking of the bridge subsidy itself, am 
I correct in my understanding that the Provinecé of 
ie British Columbia has the same advantage as other 
r provinges to benefit over the bridge subsidy west of the 
bridge itself? 
20 
a A. When we ship over the bridge, yes. This 
36 is where we are getting into this geographical location 
of the bridge, 
23 
od Q. Iam thinking of the movements east to 
95 west; any movement east to west to British Columbia, 
- you have the same advantage of the bridge subsidy as any 
97 other province would have? 
28 A, They apply the same way, eastbound or 
99 westbound -- I should say, moving under the normal 
rates, 
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TORONTO. ONTARIO 


(Doherty ) 
- Q. You are not suggesting that British 
C Columbia is in a position of disadvantage in respect 
3 to the other provinces? 
4 A. We are saying that we are at a disadvan- 
5 tage on the shipping from British Columbia to the 
: Prairie Provinces. 
, Q. Yes, I appreciate that. That was my 
: further question: I wanted to understand completely 
Z your thought in that. Did you have in mind there 
- should be a bridge subsidy in relation to the movement 
‘i from the west to the east when you passed over a 
particular point? 
i A. We are saying there should be equity in it. 
= If there is a bridge subsidy given to move goods from 
Fa east to west over an unproductive portion of track, 
< then there should be a like subsidy given to move 
‘i goods from west to east to the same points gvinmie 
other unproductive trackage or territory. 
m Q. You mentioned shipments to the Prairie 
: Provinces; had you in mind a particular point which 
‘ might be regarded as the bridge, or had you in mind, 
: perhaps, rather, a sum of money in the nature of a 


subsidy which would granted to all traffic moving west 
to east? 

A. We are not suggesting any particular sum 
of money or anything else. We are saying that the | 
Shippers in Eastern Canada shipping certain types of 
goods to the prairie have a lower rate for a like dis- 


tance on class rate traffic than shippers from British 
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“ ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6359 
TORONTO, ONTARIO 
(Doherty ) 


Columbia have from shipping the same goods the same 
distance to the same points. 

Q. Yes, I appreciate that. It is the 
competitive position you are concerned with? 

A. That is right. 

Q. Iam not differing with your thoughts 
at all. I was interested in knowing the sahnes which 
you had in mind by which this amount of money or 
assistance could be given? 

A. We are saying it should not be given. 
The bridge subsidy should be abolished, or there should 
be one in the west. All we are asking for is equity: 
either take it out or we should have it as well. 

Q. Well, the point is, what you would 
Suggest having in the west? 

A. We are not suggesting getting down to 
details of what we should have -- whether we should have 
a subsidy on it or a cent or millions of aciiatas We 
want the same as the other direction. 

Q. As long as your competitive position is 
preserved? 

A. Yes, that is what we are asking -- 
equity of rates. 

Q. On page 5, in the middle part of the 
page, just under heading No. 2, you way: 

"The fact that freight rates on commodities 

tthe than grain and oe products are 

inflated to offset railway losses in the 


handling of export grain under the Crow's Nest 
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TORONTO, ONTARIO Elmer, Cr-e€x 6360 
(Doherty ) 


Pass Agreement Patwal has been confirmed by 
Some members of the Board of Transport 
Céierésrénedss for Canada and by the Vice- 
President of the Canadian Pacific Railway 
Company." 
Then, if I may refer you to the bottom of page 10, this 
is where you are speaking of the report of the Royal 
Commission on Transportation in 1951, and having in 
mind the question of truck competition, in the last 
paragraph on that page, the first line reads, 
"The effect of these losses in railway revenues 
is to throw a heavier rate burden upon the 
traffic which is non-competitive beg es 


would you agree with me, Mr. Elmer, that there are a 


number of factors which would have to be taken into 
consideration in determining whether. or not there was 
an undue burden on the traffic -- any field of traffic? 

A. There certainly are a number of factors. 

- And one factor eaere be the pene tive 
factor, wouldn Mt it? | 

A. One of them is, yes. 

Q And would another factor, perhaps, be 
other losses which may arise whatever the cause may 
be -- for instance, passenger lines? 

A. Any losses on any particular type: of 
traffic must be made up by higher charges on other 


types of traffic. 
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(Frawley ) 


CROSS -EXAMINATION BY MR FRAWLEY : 

Q. Mr. Elmer, as you probably know, I rep- 
resent the Province of Alberta. 

Which of the three prairie provinces is British 
Columbia's best customer? 

A. I don't think we mention that in our 
brief at all, sir, I would appreciate cross-examination 
on the brief. We have nothing on that in here. 

Q. Well, you can't tell me which of the three 
prairie provinces is your best Tenens 

A Offhand, no, I couldn't, without getting 
the facts and statistics on it, and I do not have them 
in front of me. 

Q. It may be that you do not know. I suggest 
to you that the Province of Alberta is the best customer, 
in the prairie provinces, for the Province of British 
Columbia: Would you challenge that statement? 


A. Unless I had the facts and statistics in 


front of me, I would hesitate to answer. 


Q. Well then, you are satisfied to have the 
record remain that you are not aware that the Province 
of Alberta is the best customer, in the prairie 
provinces, for the Province of British Columbia? 

A. My answer still stands, that unless I have 
the facts and statistics in front of me, I can't honestly 
answer. 

Q. I suggest to you that you sell more goods 
of all kinds to the Province of Alberta than the two 
other prairie provinces combined: Would you challenge 


that? 
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A. Unless I have the facts and statistics 
in front of me, I can't answer that question. 

Q@. The Port of Vancouver enjoys a very con- 
siderable trade in export grain? 

A. Yes, it does. 

Q@. You are aware that in 1925, the Crow's 
Nest level of rates was applied on grain moving to 
export positions westbound from the prairie provinces, 
chiefly Alberta? 

A. I am not sure of the date, but it was 
Somewhere around that time. 

Q. And that the rates to the West Coast were 
put on the same level as the Crow's Nest rates moving 
the grain eastbound to the Lakehead? 

A. Not quite. I think you are talking 
about the wéstern rates case, are you not? 

Q; No, no. I am talking about that very 
well known order of the Board of Transport Commissioners 
that put the Crow's Nest level of rates into effect 
to move the grain westbound to export positions in 
Vancouver and New Westminster and other ports? 

A. Yes, there was a Board of Transport 
Commissioner's Order on that. 

Q. And I put it to you that that Order was 
eagerly sought by the Province of British Columbia, 
and chiefly the City of Vancouver; you wouldn't 
question that? 

A. I think that is correct. 


Q. And I daresay that the Port of Vancouver 
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is happy to have the grain moving in large eeaniciks 
here to be exported to all countries on the Paciftte and 
South America and wherever it goes after it reaches 

the port? 

A. We are. 

Q. And you wouldn't want to give that up 
under any circumstances that you can imagine? 

A. We hope to retain that traffic. 

Q. And you know that it is the low level of 
rates that has kept the grain coming down here to 
Vancouver, and you know that all of the grain grown 
in Alberta moves to the West Coast rather than to the 
Lakehead? | 

A. I am sorry, I si iar that -- 
whether it is the rates or whether it is the goods 
travelling through there to world markets, This is a 
marketing problem. 

Q That is right, and Vancouver is very 
pleased that its ports are functioning as they! should 
funttion to move the gratin from Western Canada to 
countries on the Pacific? 

A. Right. 

Q Now, Mr. Elmer, I would like to talk ‘to you 
for a moment about the bridge subsidy. You say 
flatly that your first choice is to eliminate the 
bridge subsidy entirely? 

A. Yes. 

Q. Are you concerned at the moment with the 


problem that arose when British Columbia lumber was 
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excluded from the benefit of the bridge subsidy? Is 


: that a problem that your Board is concerned about, or 

; have you another complaint against the bridge subsidy? 
; A. I am sorry; that would be the British 
; Columbia Lumber Manufacturers Association, and I haven't 
: got that. 

: Q. So, whatever complaint may be arising out 
; of the fact that lumber is not allowed to share in the 
, bridge subsidy is a matter you are not concerned with 
a this morning? 

ss A. It i8 not in my brief, and we are not 

: talking about it here, 

, Q. Yeu do say, though, that it affects you 
: competitively and you want, when you are trading into 
e the prairie provinces, you want to have -- you feel 

1 it a handicap as against eastern cities trading into the 
‘ prairie provinces? 

. A. On certain types of traffic, this must 

sn be the case, 

a Q. I put it to you, and whether you will 

"9 aknowledge it or not I am putting it to you, that 

8 Alberta is British Columbia's best customer, and that 
A we are contiguous to the Province of British Columbia: 
9s notwithstanding the fact that Alberta is your biggest 
“ customer, in the prairie provinces, you say you want 

97 Something in the nature of the bridge subsidy to help 
28 you get into Alberta? 

29 A. We do not say that. 


Q@. Well, I would like to know what else you 


dersind sat ad ilae tate yeron me I ie Mab di 
3" oewi t bos soortstaceed sree swam tduuted 
| 

) duo gaterss 0 yam totslgmos aves a ae 

| sid at ersde oe: bene ae tou rr sedmel teat Yost oa 


dom ox6 ow bas ,‘teled yr nt ton ek er hy vi) 
ered Pt tuods. 
woy edoetts tL ead paiguods eee ab wig a) 


etal antbert GIB YOY wenw Lesw Hoy bee cfvetesiiian 


fev? way -- evdd oo tnaw wey .e8baivenq obttatig: ae 
ad? fn! satbext setcts custess setbege we qaot band valk 1 
Sneontveng: cot i” ie 


dude atdd .ottiend to aeagd. alate fo i@) a ae | _ he 


ffiw soy toddsedw bas ,woy od tL ong, Ra, ws my je nth ) ‘fe 
dedd ,woy od St satituq me I jhe He ae a: 
teat bas .wemosveaun tasd eo! pcan lad vic al renesth | 


cies 


| 
: 
4 
. 


taew yoy ERE UOY ee8onlvorq eltiaxq po dia 
qled od ybtadwe oxbtad etl 40 sea nee 


30 


~ ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6365 


TORONTO, ONTARIO 


(Frawley ) 

1 

are saying, if you are not saying that? 
' A. We are saying we want -- there was an 
; equalization programme put into effect, and we are 
. Saying this was supposed to do away with a lot of these 
. anomolies, and they immediately put in a bridge subsidy 
: from east to west of $7 million, which gives someone 
a $7 million lesser rate into the prairies than from 
? the West into the prairies. 
# Q. I think I know what you are putting for- 
i ward; I think I know what you are asking the Commission 
a to recommend, but I would like to analyze it, and I put 
‘1 it to you that because Alberta is your biggest customer 
Si by far -- and I will put it nies than 50 per cent; 
e there is no secret about the fact that British 
6 Columbia is selling into Alberta, and I am amazed that 
"7 the Vancouver Board of Trade is not well aware of it 
18 and quite happy and anxious to say so, and I am very 
19 happy on behalf of Alberta to say we are buying most 
20 of your goods out here as against our friends from 
01 Saskatchewan and Manitoba --- 
20 A. I am here on behalf of the, Board of Trade 
93 to talk about the recommendations and the brief which 
94 we have before us. That is all I have the authority 
95 to talk about at the présent time. 
26 Q. Yes, but you are here in a representative 
07 capacity flanked by the economic advisers of the 
28 Province of British Columbia and flanked by learned 
29 counsel for the Province of British Columbia, and I 


would think -- I could have developed that a little bit 
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(Frawley ) 


the Vancouver Board of Trade does not wish to go on 


year? 


: more, but I am happy about it, and I will leave it that 
3 record that Alberta is its best customer, over double 
. what the other provinces are? 
: A. I think that is irrelevant to the dis- 
: - cussion and the brief and should not affect this: Commission 
‘ one way or another with respect to Canadian railway 
3 transportation problems, 
9 : 
THE CHAIRMAN : I think we can leave it at 
10 
the point that British Columbia and Alberta are good 
11 
neighbours, 
12 . 
MR. FRAWLEY ; Well, it is always interesting 
13 
to talk to the representatives of the Vancouver Board 
14 | , | 
of Trade. There is always something interesting and 
15 
something new, such as today's contribution. 
16 
Q. Now, the Province of British Columbia is 
17 
the receiver of much freight from Eastern Canada? 
18 
A. It receives a lot of freight from Eastern 
19 
Canada. 
20 7 
Q. And freight that goes over the so-called 
21 
bridge and gets the benefit of the bridge subsidy? 
22 
A. I do not have the figures on the receipt 
2a 
of goods into British Columbia which have the benefit 
24 
of the subsidy. 
25 
Q. I would not expect you to have the 
26 ae 
figures. I simply put it to you that as receivers of 
27 
freight, British Columbia receives many Hundreds and 
28 i 
thousands of tons of goods from Eastern Canada each 
29 
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(Frawley ) 


. A. I have been advised that there is only 
2 about 20 per cent of the goods coming from Eastern 
$/ Canada into British Columbia that are eligible for 


4 the bridge subsidy. 


5 Q. Well, I am very happy you brought that up. 
: The reason for that raises another very interesting 

i question: the reason for that is that 80 per cent is 

8 coming on these low transcontinental agreed charges. 

4 That accounts for the fact that so little comes over 

the bridge? 

= A, It was not necessarily agreed charges. 

- It would be competitive rates. 

a Q. Not necessarily agreed charges. So, it 
5 is either the published competitive rates, trans- 

: continental, or the transcontinental agreed charges 

oh that make the volume of goods coming over the bridge 

e as small as you point out to me it is? 

A. The bridge subsidy is only paid on the 

o standard class rates. 

= Q. That is right. Well, before we leave this 
” 80 per cent that the economic advisor of the Province of 
3 British Columbia has brought to your attention, those 
are very low rates, are they not -- those rates that 

= come to you transcontinentally, either by way of 

i published competitive rates or agreed charges? 

cA A. Some may be low rates. . 

os Q. One is pretty low that we have heard 
talked about a great deal: Skelp -- that is, coiled 

29 


steel comes out from Hamilton for 95 cents all the way 
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fenenve. onTéare Elmer, cr-ex 6868 
(Frawley ) 

: to Fort Moody. 
(2) A. I always thought kelp was seaweed, and 

3 we have plenty of that here. 

s Q. There is an "bk" on that and it is called 
5 Skelp. Let us get back to what passes over the bridge 
Cite wubaiay jhe temusteve amabeutnaiededys wuiesenkhese 

“ goods that come into British Columbia over the bridge 

: come in on a reduction? 

if A. No. 

is Q. Everything that passes over the bridge is 
- reduced? 

12 

A. Everything that passes over the bridge 

" takes the freight rate and there is a charge on it. 

i Q. I am not following you. Goods moving fuom 
ad Toronto and Montreal, or from anywhere in eee A and B, 
i through to Vancouver and passing over the bridges are 
. entitled to the benefit of the bridge subsidy? 

zs A. Not all goods, no. 

% Q. Everything except these low transcontinentall 
i agreed charges and competitive rates? 

* A, The only bridge subsidy ip paid only on 
_ the standard class rates. 

sy THE CHAIRMAN: And some commodity rates. 

= MR. FRAWLEY : Qo I will use your language: 
; all of the goods that come on class rates, all of the 
. goods that come on non-competitive commodity rates, 

‘ come over the bridge and enjoy the bridge subsidy 

: reduction? 

29 


A.- That is about right. 
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TORONTO. ONTARIO ( Frawley) 
: Q@. That is right. Have you ever estimated 
how many hundreds of thousands or millions of dollars 
¢ that has meant in seaabesa freight rates to the 
* receivers in British Columbia?. 
5 A. No, we haven't. 
Q But you are prepared to throw that out 
f entirely because you say that, as the vaae@iiver Board 
; of Trade, your competitive position is affected in 
, Alberta and Manitoba and Saskatchewan? 
” A. We believe in equity, and we have had 
. this, and we have given up other things for the equaliza 
" tion scale in the interests of equity and benefit to 
13 
all. 
14 
Q. That is fine, I have no brief for the 
. consumers of Vancouver, but T thought they were being 
forgotten pretty badly when you said you would be 
: willing to eliminate the bridge Subsidy because it 
c affected you and the members of the Board of Trade in 
e trading into Alberta, and then there are a couple of 
other prairie provinces there too. 
A, We are talking about the principle behind 
this -- of equity in a bridge subsidy. If there is a 
: bridge subsidy in one section, there should be in the 
other. 
25 
= Q. So, your attachment to the principle is 
a sufficiently strong that you are prepared to throw the 
- benefit of all of the dollars in reduced freight rates 
- that are coming in and are enjoyed by the receivers 


of freight in British Columbia, so that as traders into 
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TORONTO, ONTARIO (Frawley ) 
1] the prairie provinces, one-half of which is into your 
2 next contiguous province of Alberta --- 
3 A. I don't think we would be doing that, 
4 because, as far as I know, if the goods going into 
5 Alberta, if they are the biggest customer, and if they 
6 are getting such tremendous quantities, most of the 
7 goods.would be going under competitive rates. 
: Q. Going from here to Alberta on competitive 
? rates? 
10 | 
A. If there is this huge tonnage, then I 
11 
put it to you a lot of them would be going on those 
12 | 
rates. 
13 | 
Q. Well, I am afraid that we are not ad item 
14 
anymore because all I am talking about is the goods 
15 
coming over the bridge subsidy which the people of 
16 
British Columbia I thought were glad to have, and you 
Mé 
now are willing to throw that out so as to get some 
18 
bridge subsidy applied between here and Calgary and 
19 
Edmonton. However, if ‘that is it; that as cfegaen 
20 
» Just passing to something else, would you look 
zi 
at page 6 for a moment. At the bottom of page 6, Mr. 
pa) 
Elmer, you, like so many other people, are quoting forme 
23 , 
Commissioner Chase and his remarks about the Crow's 
24 
Nest rates, and you say at the bottom of the page -- and 
yi) aac, | 
_IT am not certain how much of it is a quotation -- 
26 . 
"The evidence as outlined on page 32 and 33, 
Zt | 
J.O.R.Ring.." 
28 ’ 
-- it cannot be evidence; or, is it the judgment of 
29 


the Board? In any event, you say that was to the 
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TORONTO, ONTARIO Elmer » Cr-ex 6371 
(Frawley ) 


effect that the railways are actually losing money on 
ee hauling of the grain, and it follows .,.." 

Just those last two lines: are they your words, or 
are they the words of Commissioner Chase? 

A. Those would be my words. 

Q. "It follows that such losses are recouped 

‘in part by charging higher than necessary 

vera on commodities other than grain 

products." 
I was wondering if you were expecting the railways, 
when they get the subsidy they are now applying for, 
woujid discontinue charging higher than necessary rates 
on tuastic other than grain? 

A. We certainly hope so. 

Q. That is what you have in mind, that the 
moneys the railways will receive from the Federal 
Treasury as:a result of the proposal they now have 
before them, that those moneySwould not abide in the 
railway, but that they would be passed onto the Shippers 

A. We do not know that the railways would 
receive moneys from the Treasury by way of subsidy. 

We do not know that is going to bea fact. 

Q. Well, the railways don't know either, 
but they are hoping. 

A. It may be paid by other methods on the 
grain commodities. We are stating that no low un- 
remunerative rate should be in effect and goods charged 
on other traffic to make up for those losses. 


Q. Yes, but I was wondering if the proper 
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inference is that if the losses disappear, and if there 
are no more losses by virtue of Federal financial 
assistance, would you ae that the railways would 
reverse and ee charging higher than necessary rates 
on commodities other than grain -- to use your own 
words? 

A. That would naturally follow. 

Q. Don't you think that the railways would 
regard that as a little bit of Indian-giving? Is that 
what you have in mind? | 

A. I would not answer that. 

Q. On page 8 you talk about obsolete 
services, and I don't know whether you have in mind 
passenger services there or not. On page 8, under 
"obsolete services", are we to conclude that you have 
in mind passenger services? 

A. <oas brief says "services" -- "obsolete 
services"; it does not distinguish between passenger or 
freight services. 

Q. I see, Well, I was also concerned for 
what it did not say. I take it that you have given 
no thought at all to what this Commission should 
recommend with regard to admittedly large passenger 
deficits that the railways have each year? 

A. We have not discussed that in our brief. 

Q. Had that given you any concern at all? 

A. We haven't discussed it in our brief at 
all, 


Q. Are you aware that the large passenger 
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TORONTO, ONTARIO 


(Frawley ) 
1 
deficits have to be bornecby freight rates? 
s A, If they are a loss to the railways, I 
: would say they would be borne: by freight rates. 
: Q. Is the vahObusde Board of Trade not 
: concerned with the fact tide tak certainly must make 
: for higher freight rates which they have to pay? 
: A. I think that is covered in our brief by 
: Saying that no other traffic should be asked to pay for 
; any unremunerative services. 
" Q. Where do you say that? 
: A. We say at the bottom of page 7: 
. ",.. nO carrier shold be compelled to maintai 
- unrealistic rates on any given commodity and: 
. have to charge higher rates on other goods 
: to make up for low rates forced on them by 
Ms statute." 
18 
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Q. And you say that the railways should not 


be compelled to maintain unrealistic rates on any 


given commodity and have to charge higher ratés on 
other goods to make up for low rates forced on them 
by stdtutert 

I suppose that you are equally concerned 
with low rates that are forced on them by considerations 
other than statutes? 

A, We are concerned with unremunerative 
rates. 

Q. Whether they are forced on the railways 
by statute or by the hard force of competitive factors? 

A. If they are unremunerative, we are 
concerned with them. 

Q. And your definition of "unremunerative" 
is what, Mr. Elmer? 

A Less than their distributed overall 
costs. 

Q. Oh, less than their fully distributed 
costs. Well, you better take a hard look at your 
skelp, I think, 

Well, Mr. Elmer, on page 9 you speak about 
the other businesses of the railway, and I was wonder - 
ing -- you are aware, of course, that the Canadian 
Pacific Railway, in any event, has a considerable 
amount of non-transportation ineome every year? 

A. Yes, they do. I understand that. 
Q. And have you given any thought to that? 


A. In what way? 


ayewtian ‘eelt 0 beotdt sas vont naiitoa 
hametee. ‘ovtaivegnes se oxo bred ont, ue ad saad 

Sexe’ aw -ovidevenumevas one ot a ” | Dh, 
"oy idenstundcu” to ao tdtatteb TAY bah 0 


$ omit, alt ited a Poe 


me i ct cy tent aaa onl. 


itsteve Hedudtase kh xtedd asdd aced  & eae SD Gite 
‘Betwdtudalo ylint wtedd apd eael dO. .@ : 
“HOY Js Hcol buat s sder wedded wow «LEW tao ie n 
| -Aeitdd I catene ge . 
teods whoga woy © 88 8q HO Tom lS oN _titew B i ‘ 
-teboow few I bas ,yawfiler ond to esseembend “oltc oft 7 . 
hakbasces eds tsit ,seiico to Orbis — way ~- ue i** 
efdsrebraqas' s aie taave. tne: ‘pt awl tof otttosd mie : 


frs0y YISVS eniCONt nO tS asnO Meenas to sonoma 
-aaede breed arobas. I oF vont ,asy oA | o Perey. 
Tteds ot dduueds yrs nevis voy sved baa “2 


oyew dectw at 5 A 


ae ne ee 6375 
(Frawley ) 


1 Q. Well, you appardntly have not, because 


-2 you have devoted item 'No. 4 on page 9 to that matter; 


3 haven't you? 

4 A. We say that the Board has arrived at a 
5 "requirements formula" which has appeared to be a 

6 satisfactory measure in assisting the Board to judge 
7 


the reasonableness of freight rates. 


8 Q Yes. And you say that while the Board 
9 Should keep in mind the land and other grants given to 
0 the Canadian Pacific Railways, transportation rates. 
ii Should, as far as possible, stand on their own feet 

- and come close to the cost of service. 

re A. Come closer, not close. We say "closer 
7. to the cost of service", | 

si Q. Yes, closer to the cost of service -- 
aig closer than they have come. 

ut ‘Now, in any event, now, there was something 
ss very specific that I would invite your comment on. 

ci you aware now that the revenues which the Canadian 
_ Pacific Railwayf receives from its highway asses 

oF operations are not taken into transportation income but 
5 into non-transportation income? 

= MR. SINCLAIR : That is incorrect. 

- MR, FRAWLEY : Oh, my friend says it is 

= incorrect. Well, I'm sorry, 

. MR .SINCLAIR : The section of the 

% classification is there. The law is there. 

a MR. FRAWLEY :0h, L.am not talking about the 
29 


law. This Commission is probably -- if it is so-minded+- 
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1 it will probably recommend changes in‘the law. 

ai. - THE WITNESS: I am certainly not aware of 
3 it, if even the counsels disagree on this. 

4 MR. SINCLAIR : The classification speaks 


5 for itself. 


6 MR. FRAWLEY: Well, of course, Mr. Chairman, 
“| will just pursue this. I am putting it to the Board, 
8 and I will stand corrected and I will, in view of my 
9 friend's interruption, make a very careful research into 
a the question. 
it MR. FRAWLEY : Q. I understand, sir, that 
m the revenues, the profits and losses from the Highway 
* Transportation of the Canadian Pacific Railway, when 
i it comes in from Canadian Pacific Transport Company 
* Limited, is not taken into rail income? 
i MR, SINCLAIR: That is a different thing 
¥ than he put to the witness in the first place. 
i MR, BRAZIER : In any event, the witness 
" Says he does not know anything about it. 
- THE CHAIRMAN ; I think that is one of the 
i things we will have to take a look at -- that very 
thing. But I don't think that all the transportation 
“ interests come in: some do -- isn't that right, 
24 

Mr, Sinclair? 
25 

MR, SINCLAIR: That is correct. 

i THE CHAIRMAN : Some do. 
. MR. FRAWLEY : All I am concerned is with 
be the fact that where, under the classification it aeewen 
29 


-- which I. am certain that Canadian Pacific are followin 


30 


{ a 


mrt BE i a eas: to ot ren ' a 
bsg. aid of at put hiug mel atte ovenwe tout: £ | 
To So wolv at aes) oT ‘ee begoorton beta. fit see 
agnt dorsseer Litera ee 6: exam cinemas ee | 


a 


ae 


| tsad aha ~bhetersbor T O° {Ya ae idea tan fe | | 
| vewds tH edt mort soeeol bas ett tong sid ,eeumevest odd ea a 7 
| asdw WEWL tes oittest? oetbenso. edt Lo nottsdroqueant i as 
| ye Acatod txoqens7? oLLiosY asi6ened mont at women gk ee 4 
| Somoont Chet ott remad soaoet bot tmbd te " : 
| guido taeretitb s at teAT SALAIOULS .eM vit (| q : ary. 
.208lg heer? any cd weenchhw ode od Suq oa anes | . a 
| egendinw edt ,gneve “vue at + AALS ARE iM oe a | | d | 
| att tuods sia i word ton aso0B os mare | , 

| oat +e 60 et ted? sated : KAMAL AHD wT wh { 

| etey Tads.-- Fs dool s extet o¢ oved DNtwoom enatad ae 

| sie adeaiuwes sad iis 38d Antdd 3 nab z ue ais | 

| »tdgit ded oe cet -- ob emo2 <ct emeo steotesal 


{ 

' 
Sstetonte .M i] F- 
toemnao ef tan? *ALAIONIZ . AM | 

ob omto@ =: WAMATANO Sim was 

idtw et beaxssno> ms I (fd = YEAWARW eM | ne 
penucosé Yo toLseotttedsts edd dbar vexedw dedt dowd odd 
fod ous ofttosd aghbsasd ser. ntsduss- maT inoo maT slotdwone 


‘ ANGUS, STONEHOUSE & CO. LTD. Elmer er-ex 6377 
TORONTO, ONTARIO id 
(Frawley ) 


1 there completely -- that if money is made by, for 


2|- instance, Smith Transport, which they now own, it is 


oe not accounted for in rail revenue. 
4 THE CHAIRMAN: I think that is correct. 
5 MR. SINCLAIR: That is admitted. 
6 THE CHAIRMAN: That is admitted. 
7 MR, FRAWLEY: ~ Now, we are finding out. 
8 The brush is cut all away. 
? MR. BRAZIER: The witness still doesn't 
10| know about it himself. | 
it THE CHAIRMAN: No, that is a subject by 
a itself. 
13 . 
MR. FRAWLEY : Well, Mr. Brazier put the 
“ brush back in, so --- 
IS MR, FRAWLEY: Q. Now, let's talk about 
16 . 
this matter of truck control or the absence of it. 
17 
-You say that there is control in British 
18 
Columbia of intra-provincial trucking rates. Is that 
19 
so? 
20 : 
A. That is right. It is a common carrier 
21 
intra-provincial. 
22 
THE CHAIRMAN : You will be some time yet, 
23 
Mr, Frawley? 
24 
MR. FRAWLEY: Some few minutes, Mr. Chairman. 
25 
THE CHAIRMAN: Well, we will break now 
26 
until two o'clock. 
27 
28 ---Luncheon adjournment. 
29 
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---On resuming at 2.00 p.m. 


THE CHAIRMAN: All right, gentlemen. 

MR, FRAWLEY: Q. In view of the unsatis- 
factory way in which the evidence was left this morning 
with regard to the traffic Pei! War Obl from British 
Columbia, I would like to put the following freight 
figures on the record, 

‘The 1958 Board of Transport Commissioners 
Waybill Study shows that Judging from the one per cent 
sample which the Board used to make its Waybill Study -- 
this is a summary of the traffic revenue in British | 
Columbia -- there were 371 cars shipping to the prairie 
provinces, and of that number 219 went to Alberta, 84 
went to Saskatchewan and 68 went to Manitoba. Perhaps 
you, Mr. Elmer, could make a circular of these figures 
for the members of the Vancouver Board of Trade. 

Now, in the newspaper,The Province, for 
February 23, 1960 -- and I would like to put this on the 
record -- there is an article and the heading is, "Alberta 
outscores us in buying B.C. apples. Albertans buy more 
B.C. apples than British Columbians. 

"A report by B.C. Tree Fruits Ltd., Kelowna, 
sales agency for the tree fruit industry, states that 
with mcgnulew ate Ue pohane boxes of apples going into 
consumption in Western Canada, 36 per cent were sold in 
Alberta; 27 per cent in British Columbia; Sa: don cent 
in Saskatchewan and 14 per cent in Manitoba." 

MR. BRAZIER: It only goes to show that the 


rich farmers of the prairies are able to pay more for our 
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“at 


apples. 

MR, FRAWLEY ; Qe The pétenbente is still 
disturbing. It shows all the things except the extreme 
reluctance of the Vancouver Board of Trade to discuss 
matters before the Board. 

A. I would like to make a word of explana- 
tion: I think I misunderstood you, Mr. Frawley, I 
understood you to say that Alberta was British 
Columbia's best customer, and I think you are referring 
now in comparison to the prairie provinces, and I will 
admit that Alberta is the best customer sic ane have 
in the prairie provinces, of the three prairie provinces 
and I misunderstood you, I thought you meant the best 
customer, period. 4 

Qt If my friend NedaE leer wants to prolong - 
it, I will continue to read the whole thing, 

Now, to Ontario British Columbia shipped 194 
cars, and I said 219. To ached they shipped 65 and 
to the maritime provinces they shipped 11. | 

THE CHAIRMAN: I think,perhaps, Mr. Elmer, 
there is also United States and Japan. 

THE WITN#SS : Yes, they are also shown, 
Perhaps they should be read into the record, too. 

MR. FRAWLEY: Qs I started out by discussin 
the prairie provinces and I couldn't get you to admit 
that Alberta was the best customer in the three prairie 
provinces, and I think something should be done about 
it; I was so amazed. 


Now, I only want to ask one other question. 
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Did you say something about that you were satisfied 

with cs groupings, with the A and B groupings in 

eastern Canada, but that you would like something of 

the same in this part of Canada? 

A. My remark there was that tnere are 
occasions when a grouping is advantageous to all con- 
cerned, 

Q. Now, you have some groupings out here 
on the west coast that were called to my attention, I 
find that in the ieusidivetoon Judgment of March 1, 1954 
-- and this paragraph appears on page 4 of the pamphlet 
copy =-- it says: 

"In computing the mileages for the said 

rates between points on Vancouver Island and 

all aber points in Canada, the distance over 

the water routes :between the mainland and ~ 

Vancouver Island shall be made on the basis 

of two miles of water haul being deemed 

equivalent to one mile of rail haul," 
I put it to you, Mr. Elmer, that the result of that was. 
that you cut the actual distance between Vancouver and 
Vancouver Island in half. 

MR. BRAZIER: I will put it down on the 
record, from 40 miles to 20. 

MR, FRAWLEY: Q. Or from 80 to 40, and 
in this context I might call Mr. Elmer's attention, and 
even Mr. Brazier's attention, to the fact that in 
Alberta, because Edmonton is just 50 miles further away 


from Toronto than Calgary, that Edmonton pays on the 


Sa * 


sisf {uo agatquetg Simos evsH Oy «wow > 
T ‘aokinedés ya ot belles sisw tans tesoo saew oad o. 
Heer .f Moxa» To snema but notsaer abpe ane mt. ae | 
telAgueg sid Io i Sysq no sxeeqqs rqengeteq silt bas 


cane tt 4 goo 


fee end Yot gexeolim sid aebtuqmes mir" " i ew - : i: 


; o 


bets baslel rsvuoorav ao atnlog meawied: aecen wener 


» 


| T2vO Someta bb eit .sbanso at atatog servo Its 
| fase boslatsa 20d aseyted: asivot Sedaw oat ae 
etesd edt no obam sd Ilene Daatel revNOOmRV 
psmesh nuled [ues retew toaeiite ows fo, 7 Rs 
" Cues Thar eLtm sito of taelavivpe: 67 


gaa tedd to tlyesx edd tend .xomia ca eg oF at jug I 


iis 1SvuoomsV aeswied sonetehb Lattoe oad: tuo por: dady . 
% tied we oagter ISVUOOMBV | eo ane 
| eit mo nwob tf tug iftwol  2amDwaa se Lqoew4y | | 
.0S of eet tat OM mon? ‘brevet Jag i 
| SIWART FM) ae | 
bas emotdnedis e'remia .aM Liao tnghet oneneme” 


at sant Joat s04 of notsnadia. § 
yews terdiww? seit 02 taut at no 


bas .O 02°08 mov? +O. 


~ ANGUS, STONEHOUSE & CO. LTD. " 
TORONTO. ONTARIO Elmer, er ex 6381 
(Frawley ) 


basis of this extra 52 miles, so you are not quite so 


badly ort, Thank you very much, 


CROSS~EXAMINATION BY MR, MAURO: 


Qe Mr, Elmer, I thought, following what you 
have stated as the basis of this submission, namely, 
that the cate aac Board of Trade was trying to discuss 
before this Commission basic principles, and I thought 
I would examine you in that context, in the ‘ean of 
basic principles, and am I correct that that is your 
intention rather than going into details? 

A. Yes, 

Qe And we will start with the matter of 
inequities in the freight rate structure as you deal with 
them, and you mention the bridge subsidy and it has been 
touched on in specifics and I take it that the basic 
principle that the Vancouver Board of Trade is objecting 
to is the suggestion by the Board of Trade that the 
bridge subsidy violates the basic principle of equality; 
is that correct? 

A. That is correct. 

Q. Now, there is mo difference from the view- 
point of equality in the treatment received by British 
Columbia shippers vis a vis Alberta shippers, Saskatche- 
wan ir pebe or Manitoba: shippers in regard to the bridge 
subsidy? 

A. Not when the goods actually pass over 
these rails. 

Qo That is the principle of the bridge subsidy, 


and in regard to inequality of treatment -- we are again 
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talking about principles -- British Columbia shippers 
are treated the same as Alberta Shippers, Saskatchewan 
snippers and Manitoba Shippers? 

A. Might I say that I believe the principle 
behind the bridge subsidy was to recompense the railways 
for what is Supposedly very unproductive traffic, and I 
think the very basis of the hearing on the freight 
subsidy in the first place was based on a wrong premise. 

Q. Now, we are talking about and you gave 
your submission here this morning -- you introduced it 
to us to discuss basic principles, and I am now discus- 
sing equality and I am putting the question to you and 
I will ask you for your opinion whether or not a bridge 
subsidy, as far as equality of treatment is concerned, 
treats the British Columbia shipper the Same as the 
Alberta shipper, the Saskatchewan shipper and the 
Manitoba shipper? 

A. On goods passing over these bridges, but 
not on goods to particular territories, 

Q. Wait, now; does the bridge Subsidy treat 
the Manitoba shipper, the Saskatchewan shipper or the 
Alberta shipper differently? 

A. I will put it another way; it treats the 
Manitoba receiver differently on the goods from eastern 
Canada than it does the Manitoba receiver on receiving 
goods from British Columbia. | 

Q Receiving them from British Columbia? 

We are talking about the bridge Subsidy and the Manitoba 


Shipper in shipping goods to central Canada, does he get 
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the same treatment as the British Columbia shipper in 
shipping goods to eastern Canada? 

A. On goods which bear the bridge subsidy 
he pein get the same treatment, 

Q. That is what we are talking about; he 
gets the same treatment on the bridge subsidy, there 
is no inequality of treatment under the bridge Subsidy. 

| MR. BRAZIER: The only point here, and I oie 
it is perfectly plain, is that we are not talking about 
from Manitoba going to Toronto,we are talking about 
goods, or he is Pe eons about goods coming from 
Toronto into the prairie market as against goods coming 
from British Columbia into the prairie market, and he has 
made the point that there is an inequality of treatment 
in those two movements. He doesn't carry it anywhere 
beyond that, and there is no doubt on the facts that 
there is an inequality of treatment. 

MR. MAURO: My learned friend is arguing, and 
I am trying to decide and let this witness tell this 
Commission exactly where these inequalities exist, and 
I would appreciate it if I would be permitted to examine 
him in my own way. 

THE CHAIRMAN: Go ahead. 

MR, MAURO: Qo I am talking about shipments 
from the east, Mr. Elmer, and I want you to tell me 
whether the Manitoba shipper shipping into central 
Canada is treated differently than the shipper from 
British Columbia shipping into the central markets? 


A. I think I answered that; I said no, he is 
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not, on the goods which bear the bridge subsidy. 

Qe Now, on movements of goods from the east 
into Manitoba, into Saskatchewan, into Alberta and into 
British Columbia, is there an inequality on shipments 
from central Canada into Manitoba, into Saskatchewan, 
into Alberta and into British Columbia over the bridge? 

A. Not on goods that bear the bridge subsidy 

Q. Now, does the Manitoba shipper shipping 
goods from Winnipeg to Edmonton, is he treated differ- 
ently than the British Columbia ea shipping from 
Vancouver to Edmonton? 

A. No. 

Q. Now, following the basic terms of the pri 
ciple of equality, would the Vancouver Board of Trade 
saeay the same reasoning to the Maritime Freight Rates 
Act which permits a 20 per cent and 30 per cent subsidy 
for shipments from the maritime regions into the central 
region? 

A. We have not discussed the Maritime Freigh 
Rate Act at all in our brief. 

Qe I know what you have discussed in the 
brief, but you have told us this morning that this brief 
is here to discuss principles, and I suggest that prin- 
ciples should be fundamental concepts, and your argu- 
ment against the bridge subsidy is that it creates an 
inequality on the part of British Columbia shippers 
shipping into the prairie region, then I wonder whether 
or not the same principle doesn't apply in the creation 


of an inequality for Manitoba or Saskatchewan shippers 
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shipping into central Canada as against the maritime 

shippers shipping into the same market? 

A. We believe oun was wrong with the 
Royal Commission on Transportation when they talk about 
the purposes of equalization, when they say that it 
appears that Canada has reached a state in its develop- 
ment where a farmer moving his goods on regional rates 
must give way to a uniform rate structure and treat 
all citzizens, districts and regions alike. 
| Qe That is the principle upon which the 
Vancouver Board of Trade postulates this brief; that is 
the basis for this brief, You want equalization, 
equality of treatment; is that correct? 

A. That is correct. 

Qo And in your context you say the bridge 
subsidy offends against this principle of equality of 
treatment; is that correct? 

A. yes. ? 

Q. And how about whether or not, on the 
basis of principle, you also conclude that the Maritime 
Freight Rates Act offends against those principles of 
equality of treatment? 

A. I don't see how we can draw a parallel 
between them. 

Q. Well, what does the Maritime Freight 
Rates Act do for a shipment of goods from the maritimes 
into central Canada, Mr. Elmer; does it not reduce the 
cost and give a preference, an advantage, to the 


shipper from the maritimes into central Canada? 
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A. It does. 

Q. “And isn't that which you are complaining 
of in regard to the bridge subsidy, that it gives a 
preference to shippers from central Canada shipping 
into the prairie region? 

A. That is what we say. 

Qo So, I assume if the Vancouver Board of 
Trade had considered the Maritime Freight Rates Act on 
the basis of principle and equality, they would say that 
the Maritime Frévént!sRates Act, too, offends and does 
violence to the principle of equalization, 

Now, the next item I wish to touch upon is 
that of the matter of assumed mileages, or constructive 
mileages, and just so that we get it in a complete nut- 
shell, do you or the Vancouver Board of Trade suggest 
that there should be a reconsideration of groups A and B 
in eastern Canada to assumed mileages? ; 

A. I think I mentioned this morning that -- 
I can't recall what the evidence was -- that there are 
cases when the grouping must be taken into consideration 
where you get a small difference in mileage, and what we 
are talking about here in these constructive mileageés 
are the large constructive mileages and they dealt with 
the rates years ago before the equalization programme. 

Qe How about the mileage between Montreal 
and Toronto; is that, in the view of the Vancouver Board .. 
of Trade, a small or a large mileage? 


A. For a trading area it is relatively 


small. 
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Q. And from Fort William to Winnipeg, is 
that a small or a large mileage? 

A. uf seen as think there is any comparison 
there on industry as between Fort William and Winnipeg, 
the same way as there is in trading areas like Montreal 
and Toronto. 

-@. There is no comparison in the position 
between the range from Montreal to Toronto and between 
Fort William and Winnipeg? 

A. I didn't say the mileage, I said in 
comparison in the trading area and the position of the 
group on their rates. 

Q- So, when you speak of mileage, what we 
should infer from that is the trading area is what should 
be considered in a grouping or an assumed mileage, which 
the Vancouver Board of Trade would give its ee to? 

| Ad No, what we have in here is that we are 
quoting from the Equalization Case where the Board stated, 
"class rates on so-called ‘constructive mileages', or 
assumed or fictitious mileages (other than average route 
mileages or 'key point! mileages specified herein) is 
not in accordance with the principles of equalization..." 
and we are quoting from the Board's Judgment there. 

Q- And this Royal Commission is now spending 
a lot of time going across Canada seeking advice and 
recommendations from the interested groups as to whether 
or not there should be some changes made, and you very 
kindly on behalf of the Vancouver Board of Trade were 


to give the opinions of your Association, and I am trying 
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to set out some basis for considering equalization, and 
I take it that the Vancouver Board of Trade.says that 
the assumed mileage from Montreal to Toronto and from 
Windsor to Toronto is a valid assumed mileage, but 

that the assumed mileage from Winnipeg to Fort William 
would be an invalid assumed mileage? 

A. As I said before, I don't think there is 
a comparison there because there is no grouping of like 
traffic that can go from Fort William to Winnipeg on 
the same basis as from Montreal to Toronto, 

Qe And the assumed mileage, Victoria to 
Vancouver is a good one, you don't want them to change 
that? 

A. No, we don't want to sunhce Sek 

Qo You don't think it is a good one? 

A. i say we don't mention whether it was 
good or bad. 

Q. Do you feel, on the basis of principle 
and equality, that it should be also --- 

A. You are talking about water shipping 
compared to rail shipment; they are entirely different 
things. 

Q We are talking about miles of assumed 
mileage? 

A. There is no railway that operates between 
here and Victoria an a straight rate basis. 

Q. But you agree that two water miles being 
equivalent to one rail mile is a good assumed mileage? 


A. I would say the mileage should be less 
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than a straight rail mile. 

Qo What about the one between Vancouver and 
New Westminster, is that a good or a bad one, where 
Vancouver en the same rate as New Westminster? 

MR. BRAZIER: There is ten miles between them 

MR, MAURO: Q. Is that one of the ones you 
say is in violation of the principle of equality? 

A. It does no violence in such a small dis- 
tance as that. , 

Qe Up to ten miles this Commission can feel 
satisfied that the Vancouver Board of Trade doesn't feel 
there is any violence done to the principle of equality? 

A. In that particular area we say there is 


no violence done to it. 
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Qe Now, Mr. Elmer, on page 4 you set out in” 
the second last paragraph, and I quote: 
"It should be possible for a shipper in 
Vancouver to ship to Brandon at the same rate 
which an eastern shipper is charged in shipping 
to the same point, since Brandon represents an 
approximate equal distance from both shipping 
centres." 
And I take it, since the brief is based on principles, 
that the Vancouver Board of Trade sets that out as a 
principle that this Commission should have before it, 
that in the case of Vancouver shipping to Brandon they 
should be able to do it at the same rate as the shipper 
from eastern Canada shipping to the same point? 
A. oven like mileages, for the normal 
class rated suansinn 
Q. Secondly, the Vancouver Board of Trade 
would extend that principle and say that it should also 
be possible for a Hi gedneseshtapar to ship to Vancouver 
at the same or at a lower rate than an eastern shipper, 
since Winnipeg is 1250 miles closer to Vancouver than 
the eastern shipper? 
} A. For the basic class rated traffic. 
Q For the basic class rated traffic? 
A. The basic rates. 
Q. Were you talking now mhouk @aabaktidve 
rates? 
A. No, I was not talking about competitive 


rates at all. 
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Qe Or anything else -- just basic class 
rated traffic? 
A. yes, just basic class rated traffic. 
Q. Similarly, a Wimnipeg shipper should be 
able to ship to Toronto at the same rate or lower than 
a Vancouver shipper, since the Winnipeg shipper is 1450 
miles closer to Toronto? 
Ag On the class rated traffic, yes. 
Q. You refer to pages 6 and following to this 
matter of Crow grain rates, Mr. Elmer, and I got the im- 
pression that you have already come to the conclusion 
that the Crow rates are Si umatiine wha bitrenan I know that 
you would not want to give that impression here, but 
the Vancouver Board of Trade has not prejudged this case? 
Ae I said in cross-examination this morning 
that we had to weight the figures which came out to 
prove whether they were or were not. 
Q@. Then, you say on page 8: 
"Both the Canadian National and the Canadian 
Pacific railways have made exhaustive studies 
on Crow's Nest Pass rates and should be able to 
establish just and reasonable commodity rates 
on export grain giving greatest weight to cost 
of service, The justice and reasonableness 
of such rates could then be confirmed by the 
Board of Transport Commissioners. The dif- 
ference between such established rate and the 
existing Crow's Nest Pass Agreement rates would 


provide the basis for the subsidy." 


lady potters pedet exisfo Sid a0 a ae 
cay : | 

oak Si! #08 T Greg Tomko castes nharg word =i 
notaLonos edd od smoo ybeouls’ evar voy deit mokeseng an a 
 $8et word I pas, csodaansgnoe-Aon ets ‘SORE mee edd tard ae 
tnd . sted moteesignt tar? evig og jnsw gor biuow nOy 


ieeso ett beghipexg ton aad ober ‘to b1e08 Cs aheataice en 


\etdt od giitwol Lot bas O aegeq ov Tots WoL pat 


, rs 
i 


‘ 


am ee ee 


goinvos Gti? noticalagxe-aecto at bike aM 1: \ t 
O+ gyo omso cotsw aowmyl? ent tngiow os bed ew dere | : d | 7 
Ton oxte Yo sew yen? Torsten everq | 
:8 eysq mo yea VOX (edt. Gp ay Rete 
aslbeiso ont bas fasottan natbansd edt Ago". wag rl la 
esibita ayivteusixe eben eve eyawilat S2ifesis 5 les. 
ot efds ed bluose bas estet ened dest Spore =) 9 Te 
estax ytibomsos eldenoeee’ bas tet dakieasee oi 4 
tao OF Jngiew teetesrg galvig nites tregxe AO 
eacneldsnoaser bma softest oat »Solvrea to | a 
edd yd bemrtinos ed merit bivoo weiter dope Yo les” a 
-tib sat -etonotsa tamed wo qeemee badlncs i. 
eat bas stsx bode thine fous eee 


bluow #9281 inomoorgh aaa aeK a! 
el Ws veh oP 


“ ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6392 
TORONTO, ONTARIO 
(Mauro ) 


You have preveiously mentioned, at page 7, that, "the 
selling of grain in world markets is a marketing problem 
not a transportation problem and no carrier should be 
compelled to maintain unrealistic rates on any given 
commodity and then have to charge higher peti on 

other goods to make up for low rates forced on them by 
statute." 

And, in reply to my learned friend Mr.Frawley, 
you defimedrcost of service as fully distributed cost, 
and since this brief is based on principle, I assume 
that the Vancouver Board of Trade sets out as a prin- 
ciple that all rates, all rates should meet this same 
standard? 

A. Basically, yes. 

Q And that if there are any differences 
between the rates charged and fully distributed costs 
they should be made up from some other source, but at 
least they should not be a burden on freight shippers? 

A. They should not be a burden on freight 
shippers. 

Q@. Amd we would include in that, because it 
is a principle which you are enunciating, all of the 
services and activities of the Canadian railways in 
the field of rail transportation? 

A. Yes, 

Q. That is correct. Now, you mentioned on 
page 9, Mr. Elmer, in the concluding paragraph of that 
section: 


"A fact-finding committee should be set up 
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* ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6393 
TORONTO, ONTARIO (Mauro ) 


on a high governmental level .. ," 
Just in an attempt to form some consensus of opinion 
for the Commission, the Province of Manitoba has. recom- 
mended that a body be organized whose duty would be to 
do directed research, make policy papensedRttons 
covering the whole field of transportation in Canada 
with the Hon to coordinating the transportation agencies 
in land, sea and quny pipelines, and the result, we 
hope, being a more efficient aia economical transporta- 
tion of people and commodities. Would this concept 
“tie in with your stated policy here? 
| A. I feel it would, as long as they go into the 
switching items as well. Ald phapee., 
Q. Now, as far as on page 10, on motor carrier 
competition, you state: 
"In the four provinces where intra-provincial 
motor carrier rates are controlled, there is a 
reasonable amount of stability in the motor 
carrier industry. However, there is a need for 
more cooperation between the provinces in the 
matter of rate control and leeeeRrovinctal 
traffic, or a strict control by a central 
federal agency." 
Assuming that central control were established, 
Mr. Elmer, would the Vancouver Board of Trade expect 
that the rates set would be tied in any way to the costs 
with other carriers -- in other words, would truck rates 
be set at a rate level tied in in any way with rail rates? 


A. We would not expect that at all, no. 
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TORONTO, ONTARIO » 
(Mauro ) 


Q. The Vancouver Board of Trade, of 
course, realizes that there are many rates in existence 
that are not tied in with any rates over which Canadian 
federal or Sis hd a governments have any control, 
such as the water rates from the Panama Canal. The 
railways have had to give “ert: fairly decent rates to 
Vancouver, uF understand, because of the competitive 
factors of the Faia Canal. 

That, of course, enters into, and neither the 
provincial governments nor the federal government have 
any control over that. 

A. That is right. That is a purely com- 
petitive condition, 

MR, MAURO: Thank you very much, 

MR. McDONALD; Mr. Elmer, my name is A. D. 
McDonald, and I represent the Canadian National Railways 
My friend Mr. Frawley representing the Province of 
Alberta has often told us that he represents all the 
people of Alberta. Representing the Canadian National 
saree which is owned by all the people of Canada, 

I represent all the people of Canada. 

Mr. Elmer, first, I want to congratulate you 
on the very excellent brief you have presented on behalf 
of the Vancouver Board of Trade. We concur in a lot 
of the views expressed by you crane! w) and I know you 
have given it careful study, and I think it is very 
commendable that a Board of Trade would take this much 
interest in a matter of this kind. I am sure this 


Commission will be very interested in your views. 
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TORONTO, ONTARIO 
(Sinclair) 


As Mr. Frawley has already established that the 
Boy Scouts in Alberta sell more British Columbia apples 
than the. other province, I do not think there are any 


questions I need to ask. 


CROSS-EXAMINATION BY MR, SINCLAIR: 

Q. There are one or two points, Mr. Elmer, 
that I would like to ask you a few questions on, pos- 
sibly. 

I take it, Mr. Elmer, that it is the position 
of your organization that subsidies should be resorted to 
only as a last resort? 

A. That is correct. 

Q. And only where the true interests of all 
Canadians are involved? 

A. Fhat is right. 

Q. If, for instance, there was only a local 
interest rather than a national interest involved, you 
would agree that the ving heey should be a charge on the 
local interests, rather than on the federal interests? 

A. We would agree with that. 

Q. And I take it that, in answer to a number 
of my friends! questions involving this matter of bridge 
subsidy, that what you had in mind -- and if this does 
not properly express it you can please correct me -- 
that it was the position of your organization that 
established trading relations were being disturbed un- 
necessarily by the application of a subsidy. Would that 
be your position? 


A. They were, 
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Q. There were a number of questions put to 
you --- 

A. I would like to answer that a little bit 
further, Mr, Sinclair, by using Mr, Maura's words in 
evidence to the Standing Committee on Railways, Canals 
and Telegraph Lines, where he says: 

"We have always taken the position that 

there are geographical factors of life in 
this country and that we in Manitoba say 
that we will have to bear a pauhorei en of 
the cost to move goods into a particular 
region, but that we should not have to bear 
a disproportionate cost." 

And we are saying shaeewne thing. 

Q. I was going to ask you about one point 
that I think was on page 8 of your submission. This, 

I think, one or two persons asked you about, and that 
was the question of government guaranteed loans, as the 
Canadian National have that in effect as the way they 
raise their capital today, and I take it the matter then 
would be applicable, in the major railways anyhow, only 
to Canadian Pacific? 

A. yes. 

Q. And, Mr. Elmer, may I suggest to you that 
as your organization is interested in assisting the rail- 
ways in every proper way, nd it occurred to you that 
by having government guaranteed loans there must be a 
possibility of greater government interference in the 


railway and possibly misunderstanding by people as to the 
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ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6397 
TORONTO. ONTARIO (Sinclair) 

effect of the guarantee? Had that occurred to your 

organization? 

A. We did not consider that. 

Q. Had you considered that there would be 
possibly an alternative method of doing it, such as 
under the Income Tax Act, as it now exists; under 
one of its sections, a special provision is made with 
regard to the level of tax in regard to steam, electric 


and gas utilities -- that is, public utilities -- and 


in that way, when they meet the conditions of the Act, 


they pay a lesser rate of income tax because of their 
public utility aspect, and the fact that they are con- 
trolled in the provinces, they may charge, and in that 
way they are given some assistance in a proper case 
such as that. And I presume you consider that a 
proper case, as it now stands in the Income Tax Act, 
and that would be an alternative way of meeting the 
points you make at page 8 of your brief under tne 
question of guaranteed loans. Have you considered 
that? | 

| A. No, we have not, Mr. Sinclair. we 
saw a copy of your brief, but we did not study it in 
detail, and did not make any recommendation with respect 
to it. We did. not come to a position or policy with 
respect to that. 

Q. That, Mr. Elmer, is not a position that 

was advanced in any brief that Canadian Pacific filed. 
It was a matter of generality that I am speaking of, 


and that is a way of assisting a public utility to 
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recognize its position as being under a certain amount _ 
of control, and thereby being in the public interest 
entitled to some different type of taxing. 

Does that strike you as being a matter that 
this Commission might look at? 

A. They could look at it, certainly. 

Q. Now, in regard.to this question of obsolet 
services. My friend Mr. Dickson,as is his wont, and 
he has been doing this across the country, has asked this 
question on a number of occasions, and I have asked the 


one I am going to ask you now, also on a number of 


occasions, and that is this -- let me give you an 
example, so we may orient our thinking -- we will deal 
with passenger train discontinuance, The railways 


established to the satisfaction of the Board that a 
passenger train service, because of lack of patronage, 
is not meeting its costs; it is in a deficit position; 
and roads, private automobiles, buses, trucks, aeroplanes, 
or a combination of them -- one or more -- are available 
in a given area, Would you think that it would be 
fair to have the statute provide that under those circum- 
stances, and where the railways had proved that the 
passenger train service was losing money, that any person 
objecting to the discontinuance of that service should 
take the sole burden of proving why it should be neces- 
sarily continued? 

A. We haven't iaas that far, sir, We have 
stated that more consideration should be given to abandon- 


ment. Whether this is before the Board of Transport 
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“ ANGUS, STONEHOUSE & CO. LTD. Elmer, er-ex 6400 
TORONTO. ONTARIO 
(Sinclair ) 


outstanding consideration? 


A. That is how we are using it in this sense 


“ ANGUS, STONEHOUSE & CO. LTD. Elmer, cr-ex 6401 
TORONTO. ONTARIO lSiaaloseo 
Q. There is dustherquenbion, and it is 
a matter that seemed to be of substantial interest, and 
that is a matter you dealt with on page 9 of your sub- 
mission, and that is the question of other income of 
Canadian Pacific, and you say: 
"While the Board a Transport Commissioners 
should keep in mind tne land and other grants 
given to the Canadian Pacific Railway, trans- 
portation rates should, as far as possible, 
stand on their own feet,” 
and then, further,on page 10, the principle is clearly 
enunciated there that the users of transportation ser- 


vice should be willing to pay for that service. 


Would it be correct that what your organization 
nad in mind was this: as the Board of Transport Com- 
missioners does it now, they, in looking at the cost 
of money, look upon the credit of the whole corpora- 
tion, both rail and non-rail, as establishing that 
cost of heat and in that way they keep in mind these 
matters to ya cht en refer that are non-rail; is that 
what you had in mind? 

A. That is certainly what we had in mind. 

MR, FRAWLEY: Are you telling him or asking him? 

MR. SINCLAIR: I asked the question, and he 
agreed, Mr. arawtey Much as it disturbs my friend to 
find some people who do look at things realistically, 
I am uappy to say that out on the west coast here we 
MaAVe’PUR into quite a few. 


THE CHAIRMAN: That is a privilege of leading, 
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in cross-examination, 

MR, SINCLAIR: Thank you, sir. 

Q- There was one further point, Mr. Elmer, 
tnat I did wish to ask you one question on in elavora- 
tion, and that is your point concerning what I think is 
on page 9 of your submission, and tuat is what is, in 
effect, a fornia, railway for switching; you remember 
the part of your brief dealing with that? 

Ae csyes, 

Q. Has your organization given any considera- 
tion to the dislocations and delays in service where ther 
is a terminal railway, particularly if the area is ex- 
tended and particularly if it is an involved terminal 
area such as a seaport? 

A, We have had many meetings on this in our 
organization and on all of these problems the general 
consensus was that at the present time it is so involved 
that that is why we are asking that a fact-finding 
committee be set up to determine the exact facts of the 
entire switching situation in these large centres. 

Qo One of the factors, I think, which you hav 
to keep very much in mind is not only a question of what 
might appear to be on the surface a cheaper way of doing 
it -- and often that is not so; but, secondly, even 
if it was cheaper, the delays in service and the delays 
in spotting might very well overweigh whatever cost 
advantage there was: that is one of the factors to be 
considered? 


A. That is one of the factors which we hope a 
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fact-finding committee would determine, 


Q. It would be a very involved and complex 
job? 

A. It would be complex, 

Q. You are not asking this Commission to do 
it? 


A. No, sir; we are asking them to recommend 
that a fact-finding committee be set up. 

Q. Thank you. I, like my friend and con- 
frere Mr. McDonald wish to compliment you and your 
organization for the very excellent work you have done 
in transportation, not only today but for many years. 

I think it is a matter that I do wish to draw to the 
attention of the Commission that is worthy of note, that 
there are in this room, which is rather restricted, a 
substantial mumber of business men of this community 
who have evidenced their interest in the proceedings 

of this Commission by being here, 

MR, FRAWLEY: Mr. Chairman, I want to make a 
correction. In my discussion with Mr. Elmer I made 
the statement, speaking of the rigidity of equalization 
in Alberta, that Edmonton was 52 miles nearer Toronto 
than Calgary. I am afraid that in stating that I put 
it the other way, and I want to state it correctly, that 
as a result of the application of the Class scale effec- 
tive the lst of March, 1955, it-was found that Calgary 
was 52 miles further from Toronto than Edmonton, but, 
nevertheless, notwithstanding that, Calgary has to 


accept it and pay on the basis of the extra 52 miles. 
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MR. BRAZIER: I think, Mr. Chairman, Mr.Frawle 
has mentioned this -- and I speak from-experience at the 
moment -- and I am very happy to put the facts on the 
record, that when the new class scale came in, and as it 
affected livestock between Calgary and Edmonton to 
Vancouver -- and I understand there is substantial 
traffic between those places and Vancouver -- in spite 
of a very substantial difference in mileage from Edmonton 
as against Calgary to Vamcouver, the rates were made 
the same from both points to: the livestock purchasers 
here in Vancouver, I am sure my learned friend knows 
these things work both ways. It was possibly a con- 
cession made by the railways at the time, but they rea- 
lized the importance to the producers in the Edmonton 
area of being able to sell their livestock in Vancouver 
as against the producers in Calgary, and I do know the 
railways, after some pressure from local groups in 
Vancouver, did re-establish those two points on an 
equal rate basis, and there is something like 200 miles 
difference between those two points and the City of 
Vancouver. 

MR. FRAWLEY: Just to make it perfectly 
clear, Mr.Chairman, there are, of course, special com- 
modity rates filed from time to time by the railways 
which will equalize Calgary and Edmonton, There were 
many more of them before the class rate scale came in, 
but that, Mr. Chairman, in great deference a my friend 
Mr, Brazier, is not what I was talking about. I was 


talking about the rigid application of the class rate 
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scale and exceptions therefrom, It is a matter of 
record that whem the class rate scale was filed there 
was an importantcexception, namely, that the mileage 
from Toronto was taken westbound, and Montreal and 
Windsor were equalized on Toronto. That is the mileage 
om friend Mr. Mauro was EY All I am saying 
is, there was also an exception to the class rate scale 
in the case of yactoria and Vancouver, which I read 
into the record --"made an exception to the class rate 
scale," All I am saying is, there was mo such excep- 
tion, notwithstanding the fact that Edmonton was 52 
miles nearer Toronto than was Calgary. 

THE CHAIRMAN: I think you have made your 
point. 

MR, BRAZIER: That is what I was talking 
about -=- the class rate scale on livestock from Edmonton 
and Calgary to Vancouver. 

MR, FRAWLEY: Well, if it is the class rate 
scale, it must be a commodity rate. Call. for,the 


traffic officers! 


BY COMMISSIONER GOBEIL: 

Q. Mr. Elmer, in connection with that bridge 
subsidy question, I understand on cross-examination by 
Mr. Mauro that you agreed with him, I believe, that 
there was no inequity of treatment for commodities moving 
from British Columbia to the east compared with the 
prairieés.to the east? 

A. From British Columbia to Eastern Canada 


across the bridge as against Eastern Canada to the 
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prairies west of the bridge -- across the bridge -- 
i tne cconeesr aliens is the same, 

Q. On the other hand, whem British Columbia 
wants to compete for the Quebec market against a central 
region like Toronto and Montreal, then you maintain that 
Eastern Camada has an advantage over British Columbia? 

A. No, sir, not from central Canada to Quebec, 
It only applies on goods which move across the bridge. 

Q. When central Camada competes for the 
Manitoba market, compared with you, you maintain they have 
an advantage over you because they go over the bridge? 

A. That is correct, 

Qe That is the only inequity you would see 
im connection with that bridge subsidy? 

A. That is the inequity we see in it because 
of the location of the bridge. 

Q. And it would be the only one that you see? 
You don't know any others? 

A. I don't kmow of any others, it is just 


shipping to that particular market. 


BY COMMISSIONER ANSCOMB: y 
Q. Mr. Elmer, you were dealing at page 8 with 

the question of low interest rate money that might be 

loaned, obviously to only one railway because the other 

ome gets momey amyhow. Where is that momey to come 

from? The mational govermment today is paying almost 

6 for short and long term money. The Canadian National, 


themselves, three months ago paid 6 for 300 million, 


Where is the low interest money to come from? 
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A. That is a question I could not ee 
We say loaned or guaranteed -- we also say it might be 
guaranteed by the federal government. 

Q. Yes, but if it is guaranteed it has to 
come from somebody. Where is it coming from -- be- 
cause I would like to find some low interest money? 

A. We put that forward as one thing the 
Commission could look at. 

Q. I know, but with all seriousness, the 
Vancouver Board of Trade is a very responsible organiza- 
tion, and when they suggest that, they must have some 
reason to think the thing is available or, surely, they : 
would not suggest it? 

A. I am sorry, I do mot have the answer to 
that. 


COMMISSIONER ANSCOMB: Thank you. 


BY COMMISSIONER MANN: 

Q. I have a couple of questions, Mr. Elmer, 
Are there any spring load restrictions on trucks in 
British Columbia -- load restrictions during the spring 
breakup? 

A. There are restrictions at certain periods 
of the year, 

Qs Half load, for instance? 

A. It could go down to half load at times, 

Q. So, there could be relative isolation of 
some communities during certain times of the year if 
rail service were not available? 


A. That, of course, would be om one vehicle. 
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The limitations are on one vehicle, They could send 
two or more vehicles in there and handle the same goods. 

Q. You have had quae a bit of conversation 
with various counsel here on thesmatter: of ithese: ious. 
switching services: as a working traffic manager of 
quite some experience, you have heard of the Canadian 
Pacific-Canadian National Act of 1934, have you? 

A. yes, 

Q. Do you think that Act, which enjoined 
the railways to cooperate, could be a suitable vehicle 
for bringing about what you have in mind? 

A. It could help, I think, but there are 
railways involved other tham the C.P.R. and C.N.Re, 
in this particular area at Savage 

Q. Do you think those other railways, other 
tham the P.G.E., should be brought under the jurisdic- 
tion of that Act -- if it were possible to do so? 

Ae This is one thing we have not discussed 
in our brief, but it would certainly appear on the face 
of it that it would exist in this particular province, 

Q. On page 10 you say under "Motor Carrier 
Competition": 

However, there is a need for more cooperation 
petween the provinces in the matter of rate con- 
trol on interprovincial traffic ces 

and then your brief gives an alternative to cooperation, 
and I take this altermative to be strict control by 
a central federal agency. On page 12, however, you 


do not give an alternative: you state quite categorically 
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that interprovincial motor carriers should be controlled 
by a central federal agency. I got a little confused 

with that im that I wondered whether the alternative is 

the one you have im mind, or whether you want to forget 

about the question of increasing cooperation between 

the provinces to achieve this stability? 

A, No, what we mean there is that there 
should be. more cooperation until such time as we do get 
a central federal agency. 

Qe. Cooperation,im the view of the Vancouver 
Board of Trade, is an interim stage until something bet- 
ter cam be worked out;is that the idea? 

A. That is right, 

Q. When you talk about stability, Mr. Elmer, 
the traffic mamagers who work every day with rates on 
various types of carriers, do they find it helpful to 
have rates published and easily accessible to them? 

A, They do. 

Q. You would not think, perhaps, that 
publication of railway rates, which is what I have in 
mind, could be relaxed so that perhaps railway rates 
might mot be published? 

A. I think that would certainly not be helpful 
to the shipper if railway rates were not published, 

THE CHAIRMAN: Thank you, Mr, Elmer, 

MR, BRAZIER: The next brief, Mr, Chairman, is 
to be presented by the B. C. Lumber Manufacturers Associa- 
tion, and my good friend Mr, Gordon Blair is here with 


his witnesses, 
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MR. BLAIR: Mr. Chairman, I wonder if we 
may take a short recess first? 
THE CHAIRMAN: Very well, we will recess 


for five minutes. 


@---Short Recess. 
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THE CHAIRMAN: Order, please. Very well, 
Mr. Blair, 

MR, BLAIR: Mr. Chairman, I have the honour 
to represent here three associations; the British 
Columbia Lumber Manufacturers Association, the Plywood 
Manufacturers Association of British Columbia and the 
Consolidated Red Cedar Shingle Association of British 
Columbia. 

Now, Mr. Chairman, we have filed with the 
Commission a brief submitted jointly om behalf of the 
three associations, and we have also filed and distri- 
buted this afternoon a separate group of statistics 
which will be referred to im the evidence that is to 
be given, and a supplementary statement containing 
evidence which Mr, Armstrong ofvithe Plywood Manufactur- 
ers Association will give during the course of the 
afternoon, 

The evidence today will be presented by Mr. 
L. R. Andrews, the Executive Vice-President of the 
British Columbia Lumber Manufacturers Association, 
With him is Mr. Walter Campbell, who is Chairman of the 
Railway Freight Rate Committee of the Association, and 
Mr. John D. Armstrong, the General Mamager of the 
Plywood Manufacturers Association, 

With your permission, Mr. Chairman, we sug- 
gest that it would facilitate matters if Mr. Andrews 
were to read that part of the brief with which he is 
most familiar, and that Mr. Campbell will then follow 


and read that part of the brief with which he is most 
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familiar, and then Mr. Armstrong will make a brief 
statement on behalf of the Plywood Association, 

THE CHAIRMAN: Put it in as you will. 

MR, BLAIR: And then the three of them, Mr. 
Chairman, will be available for cross-examination,. 

Mr. Chairman, I call upon Mr. Andrews to 
present the brief on behalf of the three Associations. 

MR. ANDREWS: Mr. Chairman and members of 
the Royal Commission and gentlemen, the members of the 
following organizations; British Columbia Lumber 
Manufacturers Association, Plywood Manufacturers 
Association of British TO uma ane the Consolidated 
Red Cedar Shingle Association of British Columbia wish 
to express their apprevistooniror this opportunity of 
placing before the Royal Commission on Transportation, 
certain SH ee connection with the Canadian rail 
freight rates structure as it applies to lumber and 
lumber products, which are of vital importance to our 
industry and to the economy of the coast region of 
British Columbia. 

rae Meuverviies of the lumber and lumber pro- 
ducts industries of the coast region of British Columbia 
to the economy of British Columbia and Canada is indicated 
by the following table of production for 1958: 

1958 Production Value 

Sawn Lumber 2,662 millions of Ft.B.M. $173, 000, 000 
Plywood | 1,124 millions of Sq.Ft. 77,600, 000 
Shingles 1,654,390 squares 19,500, 000 


In 1958, the lumber and lumber products 
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1 

industry on the coast of British Columbia, including 
. logging, lumber, plywood and shingle manufacturing, 
: gave employment to 30,000 workers, with an annual pay- 
, roll in excess of $129,000,000. 
. Rail Freight Rate Imcreases on Lumber and 
Lumber Products, 1948 to 1959: 
‘ The record of the percentage increases in 
i freight rates on lumber and lumber products authorized 
o by the Board of Transport Commissioners commencing 
‘i April 8th, 1948, is shown om the following table; 

Flat Percentage Freight Rate Increases, 
12 1948 to 1959 
13 Effective April 8th,1948, an 
és increase of se 21% 
(Add adjustment Mountain Differen- 

15 tial - October 1st, 1949) 
16 June 16th, 1950 20% 
17 February llth, 1952 17% 
18 January lst, 1953 9% 
1. March 16th, 1953 1% 
a January lst, 1957 11% 
al December 1st, 1958 17% 
a The only thing I would like to comment on 
4s there is that while there were seven increases in 
a addition to which the mountain differential constituted 
25) an increase in the freight rate im 1949, all these 
“6 increases didn't come as shown; there were four interim 
at increases that were washed out and replaced by the in- 
_ creases shown there, This is mentioned because of the 
“ fact that every time an increase and an interim increase 
30 


takes place, it meant that a new price structure had to 
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be built around our product for shipment to the 
Canadian market. 

Woth the abolition of the mountain differen- 
tail on October 1st, 1949, lumber rates from British 
Columbia coast to prairie points were put on the | 
"prairie mileage scale", As an example of this, the 
rate on lumber, Vancouver to Winnipeg, was increased 
on that date from 68 cents per 100 pounds to 83 cents 
per 100 abuead: This naturally compounded the effect 
of the subsequent flat percentage increases where 
applied to forest products, 

The actual rate changes as a result of the 
above percentage increases in cents per 100 pounds, 
is as follows: the original rate Vancouver to Winnipeg 
on Sawn Lumber was 563 cents per 100 pounds; this 
went up to $1.40 -- present rate. For plywood the 
original rate was 674 cents per 100 pounds, which is 
now $1.46, and the rate on shingles wemt up from 67% 
cents per 100 pounds to $1.45. The original rate on 
sawn lumber, Vancouver to Toronto, was 884 cents per 
100 pounds -- present rate $1.58. 

Now, that rate is influenced to some extent, 
the rate to Winnipeg is influenced by a mumber of combina- 
tions and therefore they didn't take the full impact of 
the seven 3s eight rate increases, but the rates to 
Toronto and Montreal also are controlled to a certain 
extent by the United States competition; that is, 
shipments from Seattle and the Portland area. 


Freight Costs Increase: 
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The effect of these increases on the cost of 
shipping lumber from Vancouver to Winnipeg over this 
period was as follows: prior to April 8th, 1948, the 
cost of freight on a carload of lumber, Vancouver to 
Winnipeg, was approximately $34Q.(basis 564 cents per 
100 pounds, on a typical 60,000 pound ear), In 1959 
this rate had jumped to $1.40 per 100 pounds, or a 
cost per car of $840 -- an increase of 150 per cent, 
Prior to April 8th, 1948, the cost of freight on 
a carload of lumber Vancouver to Toronto, was approxi- 
mately $530. In 1959 the rate had jumped to $948, 

For the information of the Commission we are 
filing a total showing the f.0.b. price on lumber, the 
lumber price roovbs the mill, and it is shown yearly 
from 1948 to 1959. 

THE CHAIRMAN: Do you want this marked? 

MR. BLAIR: yes, Mr. Chairman, 

MR, CUMMING : That exhibit will be No, 105. 
--=-EXHIBIT NO, 105: Average selling price of sawn 


lumber f.0.b. mill for coast 
mills, 1948 to 1959. 


MR, ANDREWS: This table, Mr. Chairman, shows 


the f.0.b. price on lumber at the mill in 1948 was 
bra.on, a in 1959 it was $72.10, and it fluctuated 
between $62 and $86 in that period. 
MR. SINCLAIR: Does this include --- 
- MR, BLAIR: Perhaps Mr. Sinclair will re- 
serve this for cross-examination, 


MR, SINCLAIR: If we are going to deal with 
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we should understand it. I am not so closely associated 
with the iataiedelst aka nieaty as Mr. Blair, and I wouldn't 
know whether it includéd. timber and stringers, or what 

it included, 

MR, BLAIR: I think Mr. Sinclair knows enough 
about the rules to know he can ask questions later, 

THE CHAIRMAN: Go ahead, 

MR. ANDREWS : This price is the average for 
all grades and species in the coast sawmills by a repre- 
sentative percentage of the production, and was obtained 
by special audit and uniform costing system. 

We also are filing a statement showing the 
cost of freight per 1000 feet board measure in 1948, 
and Vancouver to Winnipeg was $14.69. 

MR, BLAIR: May we have that as Exhibit 106? 
---EXHIBIT NO, 106: Freight rates converted to 

dollars per thousand feet, 
B.M.,Vancouver to Winnipeg 
and Vancouver to Toronto, 

MR. ANDREWS: The rate, Vancouver to Winnipeg, 
in 1948, was $14.69, and in 1959 the rate was $36.40. 
Vancouver to Toronto, in 1948 was $23.01 and in 1959 
it was $41.08. 

Coast Shipments Decline: 

The inevitable result of these drastic per- 
centage increases, was that while in 1949 some 4,944 
cars of coast lumber were shipped to western Canada, 
only 1,659 cars were shipped in 1958 -- a drop of 66 
per cent. This despite increased coast production and 


increased prairie consumption and accelerated housing 
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development, 

A similar decline in shipments to Eastern 
Canada resulted from the increase in freight rates, for 
instance, to Toronto from 884 cents per 100 pounds 
in 1948 to $1.58 in 1959, Shipments of lumber from 
the coast of British Columbia to eastern Canada de- 
clined during this period from 5,914 cars in 1948 to 
3,758 cars in 1958 -- a drop of 36 per cent. 

The adverse trend in shipments of sawn lumber 
from the British Columbia coast to Canadian destinations 
and shipments of red cedar shingles to Canadian destina- 
tions is shown in the fol leeine tables; 

Shipments of Sawn Lumber 
from the 


B.C. Coast to Canadian Destinations 


To Western Canada To Fastern Canada 


carloads - carloads 
1948 3,826 5,914 
1949 4,944 55255 
1950 35529 5,224 
1951 35 027 5 5656 
1952 25503 3,788 
1953 2,827 4, 44.7 
1954 1,995 3,580 
1955 1,905 4,125 
1956 2,146 4,488 
1957 1,791 3,289 
1958 1,659 3,758 


Source: D.B.8. 
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Shipments of Red Cedar Shingles 
from the 
B.C. Coast to Canadian Destinations 


To Western Canada To Eastern Canada 
' carloads .  earloads 
1948 1,115 418 
1949 1,273 594 
1950 976 322 
1951 854 287 
1952 751 236 
1953 846 310 
1954 {@ 256 
1955 640 4O7 
1956 456 341 
1957 367 283 
1958 420 267 


Authority: C.R.C.S.A. 

MR. BLAIR: At this stage we have three 

further tables which we would like to File as exhibits. 

The first is entitled "Distribution of Shipments, 

1958 Production -- Shipments -- Stocks -- Coast and 

Interior Mills." That would be Exhibit 107. 

---EXHIBIT NO, 107: Distribution of Shipments for 
1958 re production, shipments, 
stocks at coast and interior 
mills, — 

MR. BLAIR: ‘The next is entitled "Production 

of Shingles in Squares, 1949 to 1958 inclusive", and 

it will be Exhibit 108. 

---EXHIBIT NO, 108: Production of Shingles in 


Squares for 1948 to 1958 
inclusive. 
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MR. BLAIR: The third is entitled "Distri- 
4 bution of Shipments of Red Cedar Shingles, 1958", which 
js . 
will be Exhibit 109. 
4 
5 ---EXHIBIT NO, 109: Distribution of shipments of 
red cedar shingles for 1958. 
6 
7 MR, ANDREWS: Injustice of Flat Percentage 
8 Increases: 
9 / On numerous occasions these Associations 


10| have called the attention of the Board of Transport 

11 Commissioners to the adverse and discriminatory effect 

12 of the Peete er of flat percentage increases in freight 
13 rates as applied by the Canadian railways. We would 

14 again respectfully bring to the attention of the Royal 


15 Commission that: 


16 (a) This system of applying freight rate 

17 increases has in the past distorted rate 
18 relationship, particularly to the disad- 
19 vantage of long haul shippers. 

20 (b) Has accentuated existing disparities. 

21 (c) Has aggravated the geographic disadvantage 
22 of West Coast shippers. 

23 (d) Has destroyed long-standing differentials 
24 by assuming that all traffic can bear the 
25 same percentage increase, which is con- 

26 trary to facts. 

27 On this subject the following conclusions 


28|| and recommendations of the Turgeon Royal Commission are 


29 extremely pertinent: (See Page 61 of this Report). 
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” lie Applications for uniform horizontal increases 
to all freight rolls assume that all freight can, 
under all conditions, bear an equal burden of 
increase, This is an incorrect assumption, 

24 Horizontal increases, although preserving rate 
relationsips percentagewise, disturb them in cents 
per 100 pounds (or other unit) in so far as shippers 
and consignees are concerned, and this is of much 
importance to them, 

36 Horizontal increases aggravate the disadvantage 
already suffered by long haul shippers and con- 
signees, 

, The remedy does not lie in the prohibition, 
statutory or other, of horizontal increases, but 

is in the hands of the railways themselves. The 
railways should make studies of traffic conditions 
in all their bearings and should present to the 
Board, (in accordance with the foregoing precedents) 
proposals showing not only their maximum percentage 
increase requirement, but also, among other par- 
ticulars, varying percentage increases on differ- 
ent commodities, flat, instead of percentage 
increases when these are more suitable, and maxima 
in appropriate cases in cents per 100 pounds or 
other unit. Special attention should be given to 
long haul traffic and to rates on basic (or primary) 
commodities, The railways should be in a position 
to do this especially in the light of new statisti- 


cal procedures. But if the railways do not 
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approach the task in this way, it ought to be the 
duty of the Board to see that they do so, Ppre- 
sumbly an examination of the 'waybill study' 
undertaken by the Board will help td! provide 

it with the requisite ‘reliable traffic statistics' 
which it stated were lacking in the 30% appli- 
cation. 

rte Legislative amendment to bring about the 
desired result is not necessary, and it would be 
difficult to provide an adequately detailed 
procedure by statute, Each case must stand on 
its own merits; different considerations will 
apply under different economic conditions; and 
undoubtedly different considerations apply in the 
case of small, as compared to large, increases. 
It is the sudden shock to the economy caused 
by large horizontal increases that raises the 
problem, and this fact should receive the 

close attention of both the railways and the 
Board. 

6. Commissioner MacPherson's statement in the 
16% Case quoted above (on Page 57) appears to 


put the question in its true perspective." 
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1 

Commissioner MacPherson's statement quoted 
. on Page 57 of the Turgeon Royal Commission Report, 
is as follows: 
: "T concur in the Judgment of the Assistant 
, Chief Commissioner although I would prefer to 
‘ see some relief given by way of maximum increases 
on basic materials where the markets are long dis- 
‘ tances from the source of supply. I realize, 
te however, that the Board cannot deal with the over- 
a all revenue requirements and limit the incrdase 
12 in certain cases, To do so would entail a much 
13 more complete study of individual types of traffic 
14 than the Board is able to do at the present time, 
15 I also realize that the same revenue require- 
16 ments would necessitate placing a higher burden 
7 on other traffic if Axia were to be pre- 
18 scribed. 
19 "There is, however, an opportunity to 
00 - consider this feature in the General Freight 
1 Rate Investigation. Furthermore, it is the 
oy) privilege of anyone at any time to lodge a com- 
93 plaint with the Board as to any specific rate 
4 considered to be unreasonable or unjustly dis- 
25 criminatory. I would also think that the 
6 railways will, in their own interests, give 
27 careful consideration to any pleas for relief 
28 if such are made." 
29 We would also submit in this connection 


30 evidence of the Vice-President of Traffic, Chicago and 
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t 


North Western Railway Company, in his address of May 
1959 before the Second Annual "Southwestern Transpor- 
tation Round-up" in Houston, Texas, as follows: 
"Unfortunately, however, horizontal rate 
increases have simply driven more and more 
desirable traffic away from the railways. 
This 1s best evidenced by the fact that if the 
American railways had carried in 1957 their 
1950 portion of the total intercity freight 
available in 1957, and had carried it at their 
1950 rates, their operating revenues in 1957 
would have been nearly a billion dollars 
greater than they were," 
Now, the rallways, Mr. Chairman, had this put 


up to them that the system in the United States of per- 


centage increases had been meddafhed«by «the application 
of the per ton or maximum in cents per 100 dolirids, has 
enabled them to maintain a very much more binecauls 
rate structure than we have had in Canada, No action 
has been taken by the railways along these lines, 

Crow's Nest Pass Grain Rates: 

The forest industries are advised (C.P.R. 
submission, October 14th, 1959 on page 10) that the 
direct loss of revenue to that railway by reason of the 
statutory and related rates on grain and grain products 
in Western Canada in 1958 was in the neighbourhood of 
$38,500,000, and the C.N.R. (C.N.R. submission, October 
15th, 1959, on page 3) $31,300,000, a total of 


approximately $70 million for 1958. We submit this 
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loss has had to be made up in a large degree by unduly 
severe freight rate increases on lumber and lumber 
products over the past ten years, We are Werdtise. 
recommending strongly that this situation be corrected 
along the lines suggested by Chief Justice Sloan in 
his Award of November 19th, 1954 (Orders in Council 
P.C. 1395 and 1505), from which we quote, in part, 
as follows: 
"If I am right in my conclusion that the 

direct and indirect effects of the Crow's 

Nest Pass rates are a major contributing 

factor to the present situation in which 

the railways find themselves, and the evidence 

before me can lead me to no other rational 

conclusion, then it is my respectful opinion 

that some share at least of this burden should 

be shouldered by the people of Canada from 

the national treasury." 

If and when Crow's Nest Pass grain rates are 
compensated for to the Canadian railways by way of sub- 
sidy or other means, it is recommended that there 
should be a general reduction of rates on lumber, 
plywood and shingles which largely carried the burden 
of percentage increases over the past eleven years, 

This, we believe, should be a condition of 
whatever remedies are decided on for the railways. 

THE CHAIRMAN: Mr. Andrews, Mr. Frawley might 
not agree that that had been proved yet -- those figures. 


MR, FRAWLEY: We were going to wait. We have 
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a few questions. There is nothing proved yet about 
this block on grain, 

THE CHAIRMAN: yes. Go ahead, Mr. Blair, 

MR, BLAIR: We did not expect that Mr. Frawle 
would agree with everything in this brief. We have 
not attained perfection in this world, Mr. Chairman, 

I would now like to ask Mr. Walter Campbell 
to continue with the brief, but before he resumes 
reading I would like to tender as Exhibit 110 the 
statement which is entitled "Statement showing spread 
in lumber rates between Vancouver and Kamloops prior 
to April 1948; March 16, 1953; February 1, 1955 and 
January 31, 1960." 

---EXHIBIT NO, 110: Statement entitled "Statement 
spread in lumber rates between 
Vancouver and Kamloops." 

MR, BLAIR: And I would like to ask Mr. 
Campbell to explain the significance of these four dates 
and indicate what the exhibit attempts to show the 
Commission. 

MR. CAMPBELL: Mr, Chairman and gentlemen, 
I presume we can take the statement without going over 
it piece by piece. 

The purpose of this exhibit is to point out 
the inequity, as we feel it, of the lumber industry in 
the flat percentage increase principle. To clarify 
it a little further, in 1954 this was the subject of 
various meetings before the Transport Commission 


in Ottawa and in Calgary and Vancouver, whereby the 
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differentials from the coast as compared with the 
interior had grown out of all proportion, As a result 
of those hearings we set up, roughly speaking, I think 
the percentage increases were in the neighbourhood of 
97 or 98 something decimal per cent up to that time, 
and where our original difference between the bao uetes 
and the coast was concerned into the prairies, I 

am speaking of, say, 8 cents; we increased to 16 cents. 
Where it was 7 cents, to 14 cents; roughly, 100 per 
cent, to follow the general increase, with the result 
that our differentials were considerably modified at tha 
time, 

However, the figures will show that since that 
time they are developing the same trend to get us out of 
balance again, 

As an example, from Moose Jaw had risen from 
10 cents differential against the coast at 17 cents 
per hundred, It got up to 20 cents, and now it is 25 
cents a hundred. 

That is the purpose of that Exhibit 110. 

MR, BLAIR: The idea, Mr, Campbell, is to 
show that notwithstanding the statement made in 1955 
the differentials have begun to expand again? 

MR, CAMPBELL: That is right. They have _. 
begun to mount again. 

MR, BLAIR: Would you continue? 

MR, FRAWLEY : Are you referring to an exhibit? 

MR, CAMPBELL: Yes, Exhibit 110. 


Lumber and Lumber Products Groupings: A close 
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analysis and comparison of the rail freight rate 
structure in the United States on lumber, plywood 

and shingles, as compared to the Canadian rate struc- 
ture, discloses important anomalies in Canadian rates, 
The U.S. freight rates, that is from U.S. origins to 

U.S. destinations, to which the Canadian railways 

are a party, apply the same rates per 100 pounds on 
lumber, plywood and shingles, except to blanket territory|, 
(1.e., Northeastern United States), 

Roughly from the Indiana-Illinois state line 
east to the Atlantic, north of the Ohio River, 

Canadian rates, on the other hand, from 
Canadian origins to Canadian destinations, on both 
plywood and shingles, carry substantial differentials in 
higher rates on plywood and shingles compared to lumber, 

And, here, Mr. Chairman and gentlemen, might 
I just point out that as an example, from Winnipeg our 
rate on lumber is $1.40; shingles are $1.45 a hundred; 
plywood, $1.46. That disparity is more noticeable as 
you go farther east. in the case of Toronto, the 
lumber rate is $1.58, your plywood and shingles, $1.83 

, 
per hundred. 

I mention these points just to point up the 
differential in lumber versus the plywood or shingles, 
and this, as we see it, is to fight higher cost to our 
Canadian carriers for transporting the goods. it -is 
a matter of fact in a great many cases all three com-. 
modities are shipped in mixed cars at the respective 
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Canadian Lumber and Lumber Products Rate 
Structure discriminatory compared with United States: 

We would respectfully bring to the attention 
of the Royal Commission that Canadian shippers are in 
fact subject to discrimirtory rates in the Canadian 
domestic markets compared to rates for similar dis- 
tances in the U.S.A. and to which the Canadian railways 
are a party. Examples: 


Miles Lumber Plywood Shingles 


Seattle to ms 

Buffalo 2,640 LAT 1.58 1.58 
Vancouver to 

Toronto 2,703 1.58 1.83 05 
Seattle to 

New York 2,936 1.47 1.60 1.60 
Vancouver to 

Montreal 2,881 1.60 1.86 1.86 
Seattle to 

Miami 3,459 1.60 1.60 1.60 
Vancouver to St. 


John, N.B. 3,363 1.74 2.02 2.02 
| MR, BLAIR: Mr. Chairman, before Mr. Campbell 

goes on , we Dave neve « map prepared by the West 
Coast Lumbermen's Association, showing lumber and 
shingle rates from north coast and California coast 
groups in cents per hundred pounds. I would like to 
tender this as Exhibit 111. It may assist the Com- 
mission in listening to Mr. Campbell's evidence, 
-=--EXHIBIT NO, 111s: Lumber and Shingle Rates 

from north coast and Cali- 

fornia Groups. 

r MR, CAMPBELL: This is further emphasized 


by the fact that on a movement of lumber, plywood or 


shingles from Washington-Oregon points to Eastern 
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American destinations, the Canadian railways actively 
solicit this business for partial haul within Canada 
in connection with American carriers through established 
gateways. 

As an example, on a car of the above com- 
modity moving from Washington-Oregon points to 
Massachusetts or other eastern U.S.A. destinations, 
the Canadian National can participate in the haul from 
Chicago in connection with the Grand Trunk Western and 
C.N.R. routes through Port Huron, Michigan, and turn 
over to the connecting New England carriers in Vermont. 

The Canadian Pacific, likewise, could enjoy 
a partial Canadian haul from Sault Ste. Marie or 
Windsor, also for delivery, after a haul in Canada, 
to New England delivering carriers in the State of 
Vermont, 

In the case of lumber, plywood and shingles, 
both the Canadian carriers would participate in a 
through rate of $1.47 per 100 pounds, and $1.60 per 
100 pounds respectively, out of which the American 
carriers would secure the larger percentage of the 
division of the through rate, On a movement from 
the British Columbia coast not only are the lumber, 
plywood and shingle rates to Toronto and Montreal 
(which are intermediate to New England destinations) 
higher as indicated in the scale above, but 100 per 
cent of the earnings would accrue to the C.N.R. or the 
C.P.R. as the case may be, 


Another example is the rates on lumber and 
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shingles, Vancouver to Chicago, of $1.40 per 100 pounds, 
whereas the rate Vancouver to Winnipeg is also $1.40 
per 100 pounds on lumber, Shingles are $1.45 per 

100 pounds notwithstanding the facts (a) Chicago is 

881 miles farther than Winnipeg, and (b) three or 

four U.S. railways. would participate in the revenue 

of the Chicago cars, 

We respectfully submit that if our Canadian 
railways find it compensatory to handle traffic of 
American and Canadian origins to American destinations 
at the American level of rates on these three commodi- 
ties, a revision in Canadian rates on these commodities 
is more than obvious. 

_ We would therefore strongly recommend that the 
Canadian freight rate structure be given careful study 
with a view to bringing Canadian lumber and lumber pro- 
ducts rates more in line with rates for equivalent 
mileages over U.S. lines, | 

Switching: we also recommend that the pre- 
sent four-mile interswitching limit be extended. Nation 
al expansion and industrial growth has forced industry 
to seek satisfactory sites on the outskirts of larger 
centres, which necessitates additional costs by way of 
extra switching charges. 

The present four-mile limie from points of 
interchange is far from adequate, The four-mile limit 
of 14 cents per 100 pounds to a private sidinf, and 3 
cénts per 100 pounds to a public team track is not com- 
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switching charges are necessary, and which run to six 
or seven cents per hundred pounds or more, these are all 
additional to the freight rate, and must be contem- 
plated in the delivery price of the product, 

MR. BLAIR: Would Mr. Andrews please 
read the recommendations? 

MR, ANDREWS: . Mr. Chairman, the B. C. 
Lumber Manufacturers Association and the Plywood Manu- 
iietavuhe Association of British Columbia and the 
Consolidated Red Cedar Shingle Association of British 
Columbia wish to make these recommendations: 

It is therefore respectfully recommended 
as follows: 

(a) That groupings be revised so that Plywood 
and Shingles take the same vane as Sawn 
Lumber, 

(b ) That in future no flat percentage increases 
will be applied to lumber, plywood and 
shingles, In each case the railways should 
be required to maintain a reasonable hold- 
down on these naturally low cost bulk conm- 
modities, such as lumber, plywood and 
shingles, where they are subject to a long 
haul to serve traditional domestic markets. 

(c) We would however respectfully suggest that 

~ 
Canadian railways be given more freedom to 
abandon non-profitable branch lines and 
services, and to close stations serving 


such branch lines, 
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(d) It 1s recommended that the Royal Commission 
direct the attention of the government to 
the possibility of shines in the case of 
unused spur lines and private sidings more 
obsolete, thus relieving the railways from 
local taxes. 

(e) The railways snewlaute encouraged to ex- 
plore every avenue of economies which 
might be effected by combining passenger 
trains, terminals and other facilities, in- 
cluding express, e@tc., at stations served 
by both railways, and be required to share 


the benefits of such economies with shippers. 
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MR, BLAIR: Mr. Chairman, at this time I 
would like to call Mr. John B. Armstrong, the General 
Manager of the Plywood Manufacturers Association of 
British Columbia to make a supplementary statement. 

It has been submitted in the form of a one-page written 
document, and if it would be the wish of the Commis- 
sion, it could be marked as an exhibit. 

MR. CUMMING: Well, it is going to be read 
into the record, Mr. Chairman, 

MR, BLAIR: Yes, it is going to be read into 
the, record, 

MR, ARMSTRONG: Mr. Chairman and members 
of the Commission, with your permission I would like to 
read this short statement. 

The emergence of waterproof-glued fir plywood 
as a building material is a relatively recent develop- 
ment. During the second world war, the usefulness 
of plywood with waterproof glue became evident. In 
the postwar years, partly as a result of a sustained 
promotional programme, fir plywood began to take its 
place in the construction industry as a material with 
some special advantages in certain applications. 

The Canadian railways have ical in this 
development, and in fact we may note that some 12,500 
carloads of fir plywood were hauled to Canadian desti- 
nations by the two major railways ~ 1959. 

We have a statement we would like to enter 
now as an exhibit. 


MR, BLAIR: Mr. Chairman, this is entitled 
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"Shipments of plywood from British Columbia to Canadian 
destinations." 
---~EXHIBIT NO, 112; Document entitled "Shipments of 
plywood from British Columbia 
to Canadian destinations." 

MR, ARMSTRONG: The exhibit entitled "Ship- 
ments of plywood from British Columbia to Canadian 
destinations" lists carload shipments to western 
Canada and eastern Canada by years, from 1950 to 1959 
inclusive, and in general there has been an increase, 
except that 1959 shows a slight decrease below the 
figure for 1958. 

This growth in the use of plywood is a world- 
wide development -- one which is not by any means 
confined to Canada. For example, while Canadian 
production of fir plywood has grown by 217 per cent 
since 1948, in the United States the growth has been 
considerably greater; in fact the increase for U.S. 
fir plywood over the same period is 311 per cent. 

In other words, although the growth of 

the Canadian plywood industry has been significant, it 
| has not kept up with its American counterpart. The 
Americans! ability to make such large increases in 
output and to market it almost entirely in their own 
country certainly owes something to the favourable 
freight rate treatment accorded to plywood by United 
States railways. | 

Another fact which should be borne in mind is 


that the unit value (i.e. value per M sq. ft. + inch 
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basis) of fir plywood based on DBS figures has in- 
creased only 8.4 per cent from 1948 to 1957 (the last 
year for which complete figures are available). 

We have, sir, another statement to file at 
this time, 

MR, BLAIR: Mr, Chairman, this is the next 
exhibit, which is entitled "Douglas fir plywood produc- 
tion ane value," 

---EXHIBIT NO, 113: Decument entitled "Douglas 
fir plywood production and 
value," 

MR. ARMSTRONG : Mr. Chairman and gentlemen, 
this exhibit entitled, as Mr. Blair says, "Douglas fir 
plywood production and value" is taken from DBS figures 
and shows the quantity of preduction on the basis of 
1000 square feet of ¢-inch from the year 1948 to 1957 
inclusive, It shows the total value of this preduction 
in dollars and the unit value, of course, is obtained 
by extending the first two columns in order to arrive 
at a unit figure per 1000 square feet, DBS do not 
publish the third column, We have prepared that our- 
selves on the basis of the first two columns of figures. 
You will see there is a rise in unit value from 1948, 
the figure being $58.10, to 1957 when it is $62.99, an 
increase of about 8.4 per cent, 

During the period 1948 to 1959, the freight 
rate on plywood from Vancouver to Winnipeg has increased 
by 116 per cent, from Vancouver to Toronto by 84,8 per 


cent; the cost of logs used for plywood manufacture has 
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gone up by 44.7 per cent; and the average hourly 
earnings of employees in the plywood industry have 
increased by 57.8 per cent. It is clear that the 
British Columbia plywood industry is caught in a 
squeeze between rapidly rising production and shipping 
cests and a constant, or slowly rising selling price 
determined by competitive conditions. 

In this country, in contrast to the United 
seavea, our industry has been making and will continue 
to make a strong effort to increase overseas export 
business so that at least a portion of our production 
will not be subject to the constantly increasing 
cost of moving goods to market by rail. In 1950, 
we exported 4 of 1 per cent of our production, or 
about 3,300,000 sq. ft. in 1959, following an 
active promotional campaign, we were able to export 
1O per estes production amounting to 117,600,000 
Bq. ft. 

We have one final exhibit to file, Mr. Chair~ 
man. 

MR. BLAIR: This exhibit is entitled "Exports 
of arenes’ plyweod". 

--=EXHIBIT NO, 114: Document entitled "Exports of 
Softwood Plywood," 

MR, ARMSTRONG : Mr. Chairman, I don't need 
to dwell on this exhibit. It merely shows the change 
in the position as far as exports of softwood plywood 
are concerned from British Columbia coast mills to 


world markets from the year 1948 until 1959. 1948 was 
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the last year of the postwar heavy export, and exports 
fell off drastically following that year, and are now 
beginning to revive. 

In summary, the main points we wish to make 
in this supplementary submission are; 

Le Realization of the full potential growth 
of plywood production in British Columbia 
is being prevented by rail freight rate 
treatment, 

2 Unless more reasonable rate treatment as 
outlined in our main submission is accorded 
to plywood, the railways may find the historic 
pattern repeating, and plywood may well join 
coast lumber as another commodity priced 
out of the domestic market by unrealistic 
freight rates. 

MR, BLAIR: Mr. Chairman, that is our sub- 
mission and these gimexenen are available for cross- 


examination, 
{ 


MR, CUMMING: Mr. Chairman, I understand 
that it is Mr. Blair's suggestion that all three of 
his witnesses will stay where they are and they will 
fill the questions in between them as they see fit. 

Qe I would like to deal with this, gentlemen, 
just in the order in which it has gone in, and I would 
direct your attention, firstly, to the figures which 


are shown in paragraph 2 of the main brief. You have 
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shown there some figures and values for 1958 production 
for sawn lumber, plywood and shingles. Are hikie 
figures typical of the British Columbia production of 
those items, or do they represent a higher or lower 
level than previous years? 

MR, ANDREWS: : I think they represent the 
preduction in 1958. If you are interested in previous 
years, I think they are available; they are published, 

Q. Just to be a little more specific, will 
the 1959 figures be higher, de you expect? | 

MR, ANDREWS : Well, I can't tell you that. 
They are not completed yet. 

Qe Where are they published? 

MR. ARMSTRONG : These figures come from the 
Dominion Bureau of Statistics, 

Q. And that is the source? 

MR, ANDREWS: Except the shingles; I am not 
sure about. that. Those may be the Shingle Association 
figures, but for lumber and plywood, that is the 
Dominion Bureau of Statistics figures., 

Q. Going on to paragraph 4 on this matter 
of flat percentage increases; has the British Columbia 
lumber industry had to bear the full impact of these 
percentage increases which are listed and authorized by 
the Board since 1948? 

MR. ANDREWS : Except where the border com- 
binations and the competitive rates from the United States| 
points force the railways to meet the American price, 


Qe And that would apply on movements both 
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to the prairies and to eastern Canada =-- your Ontario 
markets, and so on? 

MR, ANDREWS: That is right. 

Q. You said in your evidence in chief that 
the eastbound rates on lumber are to some extent 
affected, as you mentioned a moment ago, by the 
American rates, the border combinations: can you expand 
that to give us some idea just to what extent they are 
so affected? 

MR, ANDREWS : I haven't got the rates here at 
the moment showing what the rate would be -- that is, the 
rate from Vancouver to Winnipeg -- except for the border 
combination, Seattle to Nichi, North Dakota, and then 
the lecal rate from Nichi to Winnipeg, If the full 
impact of the percentage increases had been applied, 
my memory is that the rates, instead of being $1.40 
per 100 pounds, as they are today, they would be more 
in the nature of $1.70 -- between $1.60 and $1.70. 

Qe So that American competition, in effect, 
then, has operated as a hold-down to that extent? 

MR, ANDREWS: That is right, and the American 
rates each have had similar increases almost parallelling 
the increases in Canada, but in each case there was a 
held-down of a maximum of four or six or ten cents per 
100 pounds, instead of the full impact which maintained 
the rate relationship between the shipments from the 
west coast to the consuming central market as in com-= 
petition with southern pine, which is a shorter haul, 


Qo Have the related rates on eastbound British 
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(Cumming ) 
Columbia lumber had the benefit of those hold-downs — 
as well? 

MR, ANDREWS : Indirectly, by having these 
border combinations. 

Qe Seats second page you point out that 
with the abolition of the mountain differential in 
1949 lumber rates from the British Columbia coast 
points to prairie points were put on a prairie mileage 
scale, and you make the statement that this naturally 
compounded the effect of the subsequent flat per- 
centage increases where applied to forest products, 
Can you explain to us how it was or why it was that 
the abolition of the mountain differential had that 
apparently adverse effect on British Columbia Lumber? 

MR. ANDREWS : Well, the railways took 
advantage of the abolition of the mountain differen- 
tial to put in the prairie mileage scale. Admittedly, 
that might have reduced the rates to, say, Calgary 
and Edmonton, but to Winnipeg it added 15 cents per 
100 pounds on to the then rate after the 21% Increase 
and then the 20% increase on top of that, and, 

Pe acieweins 4t meant increasing the rates all 
along the line, 

Qo Was that result expected by those who 
advocated the abolition of the mountain differential? 

MR, ANDREWS: Well, that is a hard question 
to answer. We opposed the abolition of the mountain 
‘differential because we were fearful the railways 
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they did. 

MR. FRAWLEY: This is just what the Province 
of British Columbia asked for. 

MR, CUMMING: Q. I refer you for a moment 
to Exhibit 105 which you filed this afternoon, and which 
you have put in,. as I understand it, to show the 
Commission that the selling price of British Columbia 
lumber is a cut below its 1943 level today, and we 
note that there have been some fairly marked fluctua- 
tions in selling prices during the intervening ten or 
eleven year period. what, obierly, accounts for those 
fluctuations? 

MR. ANDREWS: I don't just know how to answer 
that. That was the market price during that period. 

Qo This would be market conditions solely? 

MR. ANDREWS : That is right. 

Qe . « » that would be reflected in these? 

MR, ANDREWS: That is right. 

Q. And not rate considerations? 

MR, ANDREWS: No, this is f.o.h. mill price; 
there is no freight in that. 

Q. The rates which are shown on Exhibit 106 
are, I take it, the rates that are actually in force as 
shown opposite the 1959 -- those are competitive rates, 
are they, for the movements? 

MR. ANDREWS: Yes, those are competitive rates 

Q. And they are converted to a cost in dol- 
lars per 1000 board feet, I am instructed -- and correct 


me if I am wrong -- on the basis of 2600 pounds per 
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1000 board feet? 

MR, ANDREWS: That is right. 

MR. CUMMING : Mr, Chairman, I note it is 
four o'clock, I have a certain amount more that I 
had outlined, and I could shorten it up a bit if I 
have overnight to deal with some of the exhibits. 

THE CHAIRMAN: Well, we will adjourn now 


until 9.30 tomorrow morning, 


-=--Adjournment. 
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“ ANGUS. STONEHOUSE & CO. LTD. 
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(Cummings ) 
2 Vancouver, 
3 British Columbia, 
Wednesday, 
4 February 24th, 1960 
| 
5 
6 ---On commencing at 9:30 a.m. 
7 
8 THE CHAIRMAN: Order, please, 
9 Now, we had alloted two days, as you know, 
10 to Vancouver, figuring that we would finish in two 
11 days. However, it would appear as if we are running 
12 behind, and the Commission has decided to sit here 
13 tomorrow as well. This room must be vacated by 
14 three o'clock, so that is the deadline for us to 
15 sit. 
16 I am sure that Mr. Brazier can make arrangements 
17 in connection with the B.C. Brief so that that can 
18 be read in and cross-examination take place in 


19 Ottawa. 


20 Now, we will get on this morning, and, Mr. 
71 Cumming, will you please proceed. 
od 


23 CROSS-EXAMINATION BY MR. CUMMING : 


24 Q. Very well, Mr. Chairman. 

25 Dealing first for a moment with one little 
26 point. that arises in connection with paragraph six, 
27 Mr. Andrews, I am instructed that the rate that 

28 is shown there of $1.40 per hundred pounds is a 

29 
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6552 
Andrews Cr,-ex. 
(Cumming ) 
combination rate, and that the published Canadian 
tariff is $1.46; is that correct? 

MR, ANDREWS: Would you repeat that 
question, please? 

Q. In paragraph six there is a rate 
which is referred to as having risen in 1959 to 
$1.40 a hundred pounds. I am instructed that that 
is an American combination rate and that the 
published rate is $1.46. Am I correct in that? 

MR, BLAIR: You refer to the rate Vancouver 
to Winnipeg? 

MR. CUMMING ; Vancouver to Winnipeg, yes. 
Perhaps you might have an opportunity to check that. 

MR. CAMPBELL: That is the rate based on 
the American combination, Mr. Cumming . 

MR. CUMMING : Q. In paragraph 7 you give 
some figures showing a decline of shipments of 
Coast lumber of Western Canada from 4944 cars in 
1949 to 1659 cars in 1958. Does that indicate some 
shift in the market or some diversion of the export 
of West Coast lumber to other markets than Western 
Canada? 

MR. ANDREWS: Well, Mr. Cumming , we feel 
that. the increase in freight rates has been a major 
factor in that decline in shipment to our Canadian 
domestic market. 


Q. And I take it, then, that the lumber 


eter 8 at eredd  oxte dqsigsi8q ae? sosorgp nee 7 
od GRRL. nt. cont’ paleaa.ien of bemtelann Stans 
tedd dedi Setourtant mst .ebavog betbaud 8 OF.L¢ 


edd, Jedd bas ete aoltentdmos nsotiemA ms at 
¢tedt at Joowroo I mA = (Oa, Ig at etey bedetidug | 


mevwoons¥ edes edd of wetter wOY sALAIG AM 
| “tgeatantW oF 

Bey .geqinntW of tevyoonsV : OMIMMUD. AM 
.tend toed of Yttautiaoggo na eved tdgion voy, aqsited | | 
ao beasd oten edt at ¢edT  siJH@IMAD .AM oe | 
. Batmmyd .IM .nottsnidmos asottemA edt 

~ evig coy T dqetgeteq ot =p: OuLMMD «FM. | 
Yo etnomgide to entioeb & galwde eotbgtt sma . 
at erso #8QF mor) sbansd mtetaeW to tedmul Jeso9 
emos etsoibat teas eeod .S8@L at azao QCdl o¢ Orel 
dxoqxe add, to mofeatevib emoe to vexkram odd nk ditde 
sieteeW asad stetuss rwedto of tedgul teased JeeW Yo 
aa tebanao 
feed ew . gotumud 1am .ffew :2WEAGHA .AM | 
10a 8 qeed eed aster ddgteti at easetont edd tadd 
 astbensd wo ot *asieizitn at ‘battooh tadt at yan 
aedet' est Séae” add! id ig en i | | “i 


> 


rs RGRBReR EE 


asia i 


“ ANGUS, STONEHOUSE & CO, LTB. 6 
TORONTS, ONTARIO 553 


Andrews Cr,-ex, 
(Cumming ) 
that was shipped. formerly to the Western Canadian 
market is now going élsewhere? 

MR. ANDREWS: That is so. 

Q. And similarly, in paragraph 8, you 
refer to the decline of shipments and the movements 
to Eastern Canadian markets. Is it your suggestion — 
or submission that that is entirely due to rising 
freight rates? 

MR, ANDREWS: No, Mr. Cumming., it is not 
entirely due to increase in freight rates. What 
has actually happened, is that those grades of 
lumber which we find difficult to find markets for 
and which should be absorbed, we think, in our 
Canadian domestic market, are not now possible to 
ship to the Canadian domestic market on account of 
the rates. j 

Qe What other factors account for the 
decline, apart from rising freight rates? 

MR. ANDREWS: There may be many factors. 

Qe Could you give us some example? 

MR, ANDREWS: Well, we think the principal 
factor is the factor of freight rates. 

Q. In paragraph 9 there are set out some 
figures relating to the shipments of red cedar shingles 
from the British Columbia coast to Canadian destinations 
and they, too, show a marked decline. Once again, 


can that drop be attributed to freight rates, or is it 
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Andrews Cr,-ex. 


(Cumming ) 
é as much attributable to the introduction and. 
3 development of substitute products like asphalt shingles? 
; MR, ANDREWS: It is very difficult to say 
5 


which ls the most Important factor. We believe 
freight rates, freight rate increases,are one of the 
most important factors. 

Q. Your Exhibit 108 sets out the production 
of shingles and squares in the period 1948-1958, 
and there we see a very marked decline from 983 to 
1955 period down to a much lower level in 1958. Can 
you tell the Commission what has been the cause 
of that? 

MR, ANDREWS: That is Exhibit 108? 

Q. Yes, Exhibit 108, the Production of 
Shingles. 

MR. ANDREWS: The decline in the demand 
for shingles has brought auené/aaunate in the 
production of shingles. 

Q. And I take it, then, that your submission 
is that that, too, can be laid at least in part to 
rising freight rates? 

| MR, ANDREWS: That's right. 

Q. Would you look for a moment at Exhibit 
109, the next one, showing the Distribution of 
Shipments of Red Cedar Shingles. 

I note that in 1958 there were some twenty-six - 


thousand shipped to Ontario and twenty-six hundred to 
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Andrews Cr. -ex. 
(Cumming ) 
Quebec, but over thirty-seven thousand squares 
shipped to the Maritimes, a longer haul. 

Can you explain to the Commission how that 
more distant market has held up, while there seems to 
be a much smaller market in the closer central 
Canada market? 

MR. ANDREWS: The use of cedar shingles for 
roofing in the Maritimes is traditional. It has 
ween a very good market for our shingles for many 
years, and much greater consumption of shingles in 
the Maritimes than there has been in Ontario or 
Quebec. 

Q. Than in the Ontario and Quebec 
market where there have been inroads of competition 
from other substitute products? 

MR, ANDREWS: That's right, yes. 

Q. We were discussing yesterday, Mr. 
Andrews, this question of the U.S. related rates. 

Can you give the Commission any figures or estimates 
as to the proportion of British Columbia lumber which 
moves east on these related rates as distinguished 
from the purely Canadian rates? Do you have such 
figures available? 

MR, ANDREWS: I don't understand your 
question, Mr. Cumming . 

Q. You mentioned yesterday that certain of 


the rates which are applicable to the movement of coast 


pn A RA Rt a ne i BN A Rt A nr - 


; . 3 

“902 selgatde zebeo to sav ed? rQWMAGKA AM 
aad tl «=. Lenotdiber? af semtdtueM eddenky gntioox 
wien so? esigatcs xo vo% dextiem boog vey node 


at selgaine to soltqmuencs setsexg: down bis < 8TBOY ‘ 


 % otsetno at H90G LOL AERA LU OE een 
. O9deup 
ostewp baa obrstad ont mt fail. Ap 

noltéiteqmos to ebsosnt need eved exedd etetiwn tolrsm 
Sedouborg etutitadue aetito mor? 

89% dogin a! tadt :2WHACHA .7iM 

aM. , yebredaey gutesuoald exew ew Oo 
estar bedslex .2.U sd¢ to aotteoup att .ewoxbod 


astemigves. 19 setunl? yas sobeetmmod eft evtg voy 89 


dotdw vedmul etdmulgd dat¢iad to nolesoqotq eddiod as 


bedalugaivelb as sever besslex eredd no tase sevom 
dowe eve voy od © Swede aatbaned: yleuuqiedsd mor? 
Selfdsl{tevsa seiglt 

nuoy busterebau tab I». :QWHAQMAL GAME: 0. 


|. Gita) aM anotteoup _ 
Yo aletieo tedd yebietesy benoltimem woY 66.9 
tas09 Yo daemevem edt of eldsoliqgs ons! dotiw setst edd. 


~ ANGUS. STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 6556 


Andrews Cr.-ex., 
(Cumming ) 
lumber to the Western Canadian markets are what you 
would call combination rates, and that they are to 
some extent held down because of their relation with 
the American rates. 

What I was trying to get at was how much of 
the B.C. lumber moves on combination rates and how 
much on rates which are unaffected by American rate 
conditions? 

MR. ANDREWS: The freight lumber shipments 
movements from Vancouver to Regina and east are 
affected by the border combination between Vancouver 
and those points where the possibility of shipping 
on the U.S. rates to Nicchi, North Dakota, and a 
local rate from Nicchi, North Dakota to Winnipeg, 
Brandon, Regina. To those points the combination 
rates are affected, and are in effect the hold-down 
on the rates which otherwise would have been applied 
due to the flat percentage increases. 

Q. I see. And I take it that the benefit 
of that combination and its resultant hold-down does 
not apply on points west of Regina? 

MR. ANDREWS: That is right. 

Q. In paragraph eleven on page 4-of your 
submission, you set out a quotation from the Turgeon 
Report and I refer particularly to the recommendation 
that is contained in paragraph four of that quotation. 


Can you tell us, sir, whether there has been 
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Andrews -Cr-ex. 
(Cumming ) 


any indication of willingness on the part of the 
railways since the time that this report was made to. 
give effect to the recommendations that were contained 
in it? 

MR, ANDREWS: Not to my knowledge, Mr.Cumming .. 

Q. Do you have any suggestions to make to 
the Commission as to what could be done to bring those 
recommendations into operation? 

MR, ANDREWS: Well, we have done everything 
that we can to try to have the railways apply 
hold-downs and we have suggested these hold-downs 
should be very similar to the ones which the carriers 
in the United States, the shippers, and the Inter-State 
Commerce Commission approve on the recent increases 
on the American side. 

Q. Does your Association take the position 
that if that does not come about there should be 
some legislation to bring it about? 

MR. ANDREWS: Well, we have taken the 
suggestion or recommendation of the Royal Commission, 
and we have tried to negotiate with the railways to 
bring it about that way. 

We have not been successful, and we are now 
suggesting to this Royal Commission that some other 
means be found to bring that about. 

Q. Even if that means some sort of 


compulsion? 
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Andrews Cr.-ex. 
(Cumming ) 

MR, ANDREWS: That's right. 

Q. On page 6, dealing with the question of 
the Crowsnest Pass rates, Mr. Andrews, you put forward 
the suggestion that there should be a subsidy. Does 
your Association have any views as to how that 
subsidy should be paid? 

MR, ANDREWS: No. I don't think, Mr. Cumming, 
that we have got any convictions on the matter. We 
think there are possibly three alternatives. One 
would be the suggestion or recommendation made by 
the railways, by the Canadian Pacific Railways, 
that it would be accomplished by way of the Income 
Tax. Another suggestion would be that you would 
operate in the nature of --the subsidy operate 
through the wheat pool,and payments made the same 
as returns for the sale of wheat. 

The other matter of straight subsidy to the 
farmers; we don't think that is perhaps very 
desirable -- the farmers are getting subsidies for 
various things. And we think it should be handled 
in a different way so that the railways benefit 
and are permitted to put in proper rates and to 
adjust rates on basic commodities such as lumber and 
lumber products more in line with what rates should 
be. 

Q. In any event, if any subsidy of either 


of those, or of any of those forms is to be given 


Lond a atds tom TOM AWRAMMA: Meso go 
nO .sevitenied!s eon? yldtescq era even? Antdt = | 
vd ebam solidsbuemoost to molssegaue eft ed blvow — { 


,eyewilefl oltioced matbans) edt yd .ayentisr odd 
smoonl edt lo yew yd bedallqmooos ed bluow 3t Jedd 
bivow woy dard od bLvow aotvaeague xeddond. .xeT 
pisersqo ybladvua end-- To sivisn edd ol. etaiego 
emea ent ebam stnemysq bas,.loog tsedw ed? dauoxde 
| | .tsedw lo slea edt rot anzutet 86 
odd-of ybbedve ddgtette o totdem wedto edT 
YISV: eqedteg at sanz Natdd t'pob ew  cetemys? 
107 aelitadue gauttieg, 16 stems? odd +- eidentesb 
belbasd. ed bivons sh dats? ew bod apatad avol tev 
si itened ayswilss edt ted? on yaw tnemeTIltb 6 al 
ot bas setat tegotg at tuq o# betdimreq ers, bas 
bas sedmul es owe soltibommoo obasd mo aster taulbs 
bluote estes dadw détw eatl at et0om stouboug tedmuul 
| o hie? oh eel 
teddies to ybladue yas If .tasve yas aL 9 
asvig ed o¢ et enrio? saodt to yas to 10 .ea0ds To 


< 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 6559 


Andrews Cr.-ex. 
(Cumming ) 
it is your submission that concomitant with it there 
should be a reduction in rates? 

MR. ANDREWS: That's right. 

Q. Do you suggest that that reduction 
should be concomitant to lumber, or should it apply 
to other commodities as well? 

MR. ANDREWS: Mr. Cumming , I think we have 
to stick to the suggestions in connection with lumber. 
Q. Have you any suggestion as to the 

extent of the reduction which should be made? 

MR, ANDREWS: We think, Mr. Cumming, that 
our freight rate structure should be very close in 
the level of rates to that for similar distances in 
the United States. We benefit by parity with 
American shippers. ) 

Q. Your in Lae heli then, I take it, 
would be content if you were in a parallel situation 
with your competitors in the United States? 

MR. ANDREWS: I think that's right, yes. 

Q. Dealing for a moment with this question 
of lumber and lumber products groupings, you point 
out in paragraph 16 that lumber, plywood and shingles 
all’bear the same rates. Lumber and plywood, I take 
it, differ in value for the equivalent weights; 
do they not? 

MR, ANDREWS: That is a very difficult 


question to just say Yes or No to. I think that a 
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Andrews Cr.-ex. 
(Cumming) 

carload of plywood could be about the same value as 
the carload of a certain grade of lumber, but there 
are grades of lumber and grades of plywood, as well. 

Q. I see. Well now, can you tell us 
what reason exists at the present time for the 
disparity in the Canadian rate on lumber as against 
plywood? va 

MR, ANDREWS: I don't know, other than the 
fact that the C.P.R. and the C.N.R. think they can 
get a higher rate for plywood and shingles than 
they had from lumber. 

Q. In the United States it apparently is the 
same rate applicable to plywood and lumber, except 
in what is referred to as blanket produce rates? 

MR. ANDREWS: That's right. 

Q. Now, why is there a difference in the 
rates on plywood and lumber in that area? 

MR. ANDREWS: The rates on plywood, particularl 
and shingles in the United States were arrived at 
by negotiations, and trial basis of that negotiation 
was both for the carriers and the producers to 
increase their market for this commodity, and thereby 
increase the freight revenue to the railways, and the 
blanket area gives a lower rate than outside the 
blanket area, and the carriers and the shippers did 
not arrive at a special rate for plywood and shingles 


the way they did for lumber in that blanket area. 
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Andrews Cr.-ex. 
(Cumming ) 
Q. It was, I take it, just the result ----- 


| MR, ANDREWS: There are other factors 
concerning that. In the blanket area, there is a 
higher minimum on lumber, fifty thousand pounds 
against forty-four thousand pounds. 
Q. Are there differences in the minimum 


weights on lumber and plywood applicable for Canadian 


! 


movement? 
MR. ANDREWS: Yes, 
Q. Is that a reason for the difference in 


rates? 

MR, ANDREWS: No, I don't think so. 

MR. CUMMING: I want to go on to paragraph 25 
on the question of switching. Would you, for the 
benefit of the Commission, explain what the four mile 
inter-switching limit is and how it operates, and 
also why these present rates are incompatible with 
‘present conditions? 

MR. ANDREWS: Mr. Campbell will answer that. 

MR. CAMPBELL: The four mile interswitching 
limit has long been the maximum mileage from which 
competitive rates would apply to delivery on the lines 
of another carrier, and with the expansion of 
industry and the seeking of suitable sites, outside 
of the district, or closer in points, they are forced 
to go further afield for location. 


I understand that this has been a subject that 
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the railways have had under consideration for some 
Party but up to the present time there has been no 
change in that standard rule where you pay 134 cents 
per hundred pounds for delivery to a private siding 
and three cents per hundred pounds going to a team 
track. Of course, on competitive business the 
railways will absorb the full interswitching, but 
on non-competitive business - I am still speaking 
within the four mile limit - the railway that gets line 
haul will absorb 50 percent or three-quarters of a 
cent per hundred going to private sidings and 14 cents 
going to public team track. 

MR. CUMMING: Has your Association any 
specific suggestion as to what sort of an extension 
there should be? 

MR, CAMPBELL: That is a very difficult thing; 
we don't feel qualified to set a limit, Mr. Cumming, 
but it should be, we feel, considerably enlarged to 
what it is now owing to the conditions that I explained, 
that people have to go that much further afield. 

MR, CUMMING: Is it something that could vary 
from place to place, or should it be standard all 
across? 

MR. CAMPBELL: I think it should be standard; 
beherwiee you will run into discrimination and 
complaints. 


MR. CUMMING: Coming then to the matter of 
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the recommendations that your Associations make, 
Paragraph 27 (b); you suggest the railways should 
be required to maintain a reasonable hold-down on 
the low cost bulk commodities, such as lumber. I 
take it, what you said earlier that the hold-downs 
that you feel would be reasonable would be the same 
as the American hold-downs, is that what you had in 
mind in this paragraph? 

MR. ANDREWS: Yes. 

MR, CUMMING: In Paragraph 27 (c) when you 
deal and make a recommendation with reference to 
abandonments, Have you any specific suggestions here 
as to how the railways might be given more freedom 
as regards abandonuents / services or lines? 

MR. CAMPBELL: May I answer that. The 
Association feels that we have no specific areas in 
mind, but with the network of Transcontinental railways 
being so inmense as they are, there must surely be 
cases within that area that permit further economy 
in that regard. 

MR, CUMMING: With reference to Paragraph 27 (d 
have you in mind any specific instances of unused 
spur lines and obsolete private sidings which might 
be relieved of their tax burden? 

MR. CAMPBELL: The same answer would be 
applicable as to the previous question. 


Q. I take it that what your suggestion is 
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(Cumming ) 
in both these aspects is that the whole matter be 
surveyed ? 

MR, CAMPBELL: Yes. 

Q. And one eer matter in connection with 
Paragraph 27 (e), do your Associations have any 
suggestion to make as to the extent, if at all, 
that the railways should combine in the operation of 
Transcontinental passenger service? 

MR. CAMPBELL: That again would be a matter 
of survey of the railways individually, and they 
would have the productivity or remunerative figures 
as far as the various operations are concerned, 

Q. And just to follow that along, are you 
of the view that the question of the operation of 
Transcontinental passenger trains should be operated 
in combination and that that be left to the railways, 
or should that be something ------- 

MR, CAMPBELL: Very definitely left to the 
railways. 

Q. It is a management problem. 

MR. CAMPBELL: Yes. 

Q. Thank you, Gentlemen. 

MR. HUME: No questions. 


MR, DICKSON: No questions. 
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, (Doherty ) 
2 CROSS-EXAMINATION BY MR, DOHERTY: 
3 Q. Mr. Andrews, in Paragraph 5 on page 2 
4 you speak of the original rate from Vancouver to 
5 Winnipeg, and I was just curious to know what ya had 
6 in mind. Do you have a particular year in mind? 
a It is Paragraph 5 on page ec. The original rate, 
. Vancouver to Winnipeg on sawn lumber. 
<i MR. ANDREWS: I can't tell you how far 
i back that rate went, but offhand I think it was 
11 
in 1924 or 1925, and from that time on to April 8th, 
12 
1948, the rate to Winnipeg from Vancouver for lumber 
13 
was 564 cents, and there were no changes in that 
14 
interval. 
15 
Q. Do you have figures to show the value 
16 ; that 
of the plywood at the time / this original rate 
17 
went into effect? I was interested in knowing 
18 
just what the change in the value of the product was 
19 
over the same period you mentioned. 
20 
MR, BLAIR: Do you mean the value of plywood 
Zi 
or lumber? 
2e 
MR, DOHERTY: Q. I think you mentioned both; 
23 
you mentioned plywood and sawn lumber, and I wonder 
24 
what the spread in the price of the product was 
ede 
over the same period of time. 
26 
MR, ANDREWS: The rate on lumber was 56% cents 
ai 
per hundred pounds, and the rate on plywood was 57% 
28 
cents per hundred pounds. 
29 
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Q. That is freight? 

MR, ANDREWS: Yes. 

Q. Could you tell us what the value of 
the product itself was at the same time that you 
mentioned in the original rate, at the same time as 
you are speaking -- I am interested in the value 
of the product at the time of this lowest rate which 
you mentioned. 

MR. BLAIR: Mr, Chairman, I don't like to 
interrupt, but I think in part the answer to Mr. 
Doherty will be found in Exhibit 105, which shows 
the average selling price of lumber in 1948. 

THE CHAIRMAN: F.o.b. the mill. 

MR. BLAIR: Yes, f.o.b. the mill, and again 
in Exhibit 113, which shows the unit value of plywood 
for the years 1948 to 1957. I don't think it would 
do the Commission or the parties too much good to 
go back to what the value of these products might 
or might not have been in 1920, but we are concerned 
in this submission with the post-war trends and we 
have tried to relate their rates to the prices which 
have prevailed since 1948, Iam sorry, Mr. Doherty, 
to interrupt you. 

MR. DOHERTY: Q. I quite appreciate that 
we have the values of the product as of 1948, but 
at seems to me that in Paragraph 5 you are making a 


comparison between some period ending in 1959 and then 
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(Doherty ) 
going back some considerable period earlier than 1948, 
is that not true? 

MR. ANDREWS: As far as freight rates are 
concerned, yes; reference goes back to that period 
when the rates were not changed, from 1924 or 1925 
right up to 1948. Now, if you want an average 
selling price on lumber and plywood back beyond that 
time, we can get it for you, but I just don't have 
it here. 

a. It was a comparison figure which I 
had in mind. I thought, perhaps, that you had it 
with you there, 

May we now, Mr. Andrews, look at page 6, 
Paragraphs 14 and 15, and in Paragraph 14 about half 
way down you say, "We submit this loss has had to 
be made up" - I think you can appreciate, Mr. Andrews, 
that we take the position that this loss has not yet 
been established, but assuming for the moment there 
is a loss from whatever cause, whether the Crowsnest 
or passenger, competitive or whatever it may be, 
then you are suggesting there should be a subsidy 
paid, as I understand it, is that correct? 

MR, ANDREWS: Yes, some form of subsidy. 

Q. In Paragraph 15 you recommended a 
Subsidy and yet when I go to the back of your 
recommendations it would appear to me there is no 


recommendation in the list of recommendations as to 
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(Doherty) - 
the method of dealing with the subsidy, and I am 
wondering if it was a change of thought when you 
reached the summary and the recommendations? 

MR. ANDREWS: Would you suggest that we 
repeat the recommendations at the end? 

Q. I was suggesting nothing, I was just 
curious why it wasn't included in the list of 
recommendations as it was in Paragraph 15. 

MR, ANDREWS: I imagine we thought we pretty 
well Seeured it. 

Q. In Paragraph 15? 

MR. ANDREWS: Yes. 

Q. But you still leave it as a recommendat- 
ion? 

MR. ANDREWS: Yes. 

Q. Mr. Andrews, if there is this loss - 
assume there is this loss and the subsidy is paid, 
your recommendation would be that there would be 
a reduction in the lumber of rates? 

MR, ANDREWS: Yes, if the railways are 
compensated for their losses in handling freight, 
that that compensation be a factor in adjusting 
rates for commodities which are, we feel, unduly 
high as a result of that. 

Q. What had you in mind with respect to 


the mechanics affecting this reduction? 


MR, ANDREWS: I don't believe we made any 
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Andrews Cr.-ex. 
(Doherty ) 
recommendations “on/keehanics, except to examine very 
carefully the proposals of the railways, the Canadian 
Pacific Railway, ard other means for affecting 
adjustments. 

Q. Would you suggest or consider, Mr. 
Andrews, that if this subsidy were paid to the railways 
that as an automatic thing that would roll back the 
rates on lumber? 

MR. ANDREWS: That is what we recommended. 

Q. You are not suggesting there be some 
statutory provision? 

MR, ANDREWS: No. 

Q. Would you agree with me, Mr. Andrews, 
if this subsidy is paid for whatever the loss may be, 
and as far as the roll back in the shipping rates 
on lumber is concerned, would you agree with me 
that would in fact be a subsidy of the lumber rates? 

MR. ANDREWS: I don't think so, I think 
that the rates are out of line now and it would be 
merely an adjustment to a more equitable rate on 
lumber and lumber products. 

Q. It would take a larger sum of money, 

I suggest, to compensate people for losses, and if 
you have a roll back on rates on lumber it seems to 
me it would require a larger sum of money by way of 
subsidy than otherwise would be the case; would that 


be so? 
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(Doherty ) 

MR. ANDREWS: It could be. 

Q.- Assume that some particular sum of 
money in the subsidy was designated or set aside for 
this roll back, would that be the case? 

MR. ANDREWS: Well, I think that that position 
hasn't been arrived at yet as a means of adjusting 
these rates, that hasn't been worked out yet. 

We suggest it could be worked out. 


‘ 


Q. You would have no objection, of course, 
to a sum of money being provided for this purpose 
by way of subsidy? 

MR. ANDREWS: I don't quite understand that. 

Q. As I understand it, it will take an 
additional sum of money if we are going to have a 
roll back on the rates, and I suggest to you this 
additional sum of money would be for the specific 
purpose of assisting the lumber rates, having in 
mind your suggestion here, and that would be, 
perhaps, in effect, a subsidy to the lumber rates. 

MR, ANDREWS: Well, I think many other 
commodities would have to be brought into this 
picture, not just lumber and plywood. 


Q. Yes, thank you. 
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CROSS-EXAMINATION BY MR, FRAWLEY: _ 


Q. Mr. Andrews, probably my questions 
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Andrews Cr.-ex. 
(Frawley ) 
are more for Mr. Campbell. 

Mr, Campbell, Mr. Armstrong's statement has 
some percentages in it which I wish you would look 
at for a moment. Mr Armstrong's statement indicates 
that the increase in rate, 1948 to 1959 to Winnipeg, 
that the rate is increased by 116 percent. This 
is Mr. Armstrong's statement. 

MR. BLAIR: What paragraph? 

MR. FRAWLEY: Q. It is Paragraph 5, the 
percentage increases. Do you see that? It says 
that during the period 1948 to 1959 that the freight 
rate on plywood from Vancouver to Winnipeg the 
rate was increased by 116 percent, and then in 
the other case it was 84.8 percent; do you have 
any similar figures or do they also apply on lumber? 

MR, CAMPBELL: The lumber figures, Mr. Frawley, 
to Winnipeg - it is 150 percent. 

Q. 150 percent? 

MR, CAMPBELL: That is right. 

Q. And on plywood it is only 116? 

MR. CAMPBELL: That is Mr. Armstrong's 
figure. 

Q. Is there a brief explanation for that 
which you could give us, Mr. Campbell? 

MR, CAMPBELL: The plywood traffic into 
Winnipeg again is controlled largely by the border 


Combination that is applicable to the plywood as well 
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Andrews Cr .-ex. 
(Frawley ) 
as the lumber; however, in making up the combination 
rate it is subject to a higher rate from the border 
point than the lumber. 

Q. The local rate? 

MR, CAMPBELL: That is right. 

Q. From the border into Winnipeg? 

MR. CAMPBELL: Yes. 

Q. And that explains why the lumber rates 
have gone up by 150 percent in that period and the 
plywood only 116.6 to Winnipeg? 

MR, CAMPBELL: There is another factor to be 
considered, Mr. Frawley; it is the premium, shall we 
say, and the freight rate that would apply on the 
plywood, it started out and has remained considerably 
higher than the lumber, so the percentage of increase 
I think, would automatically be less. 

Q. Yes. So that, during the period 1948 
to 1959, when the general level was increasing by 
157 percent, your lumber to Winnipeg paid 150 percent? 

MR, CAMPBELL: That is right. 

Q. But Mr. Armstrong's plywood only paid 
116 percent? 

MR. CAMPBELL: Yes. 

Q. Take Toronto: Mr. Armstrong's figure 
is that the rate from Vancouver to Toronto went up 
by 84.1 percent; what would be the comparable 


figures in lumber? 
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(Frawley ) 


MR, CAMPBELL: It was 884 percent --- 
approximately 80 percent, I think. 

Q. Counsel for Manitoba has a figure of 
79 percent? | 

MR. CAMPBELL: I would accept that. 

Q. What is the explanation of that being 
even more favourable than the plywood situation? 

MR, CAMPBELL: Again, the lumber rates, 
in Eastern Canada have enjoyed lower rates far more 
than plywood. 

Q. And, as a matter of fact, it is all 
due to the fact that your rates are geared to the 
rates from Tacoma? 

MR. CAMPBELL: We received downward adjustments 
pack in 195l. At that time the rate on lumber from 
the Oregon-Washington shipping points into Eastern 
Canada were higher than the coast operator paid 
into our Eastern Canadian markets. As a result of 
the meeting with the railway executives in Montreal 
at that time, they agreed to lower the rates to be 
the same as the American rates into the same areas. 

Q. But, generally speaking, your rates 
from Vancouver to Eastern Canada enjoyed the same 
hold-downs as the Tacoma rates enjoyed? 

MR. CAMPBELL: Identical. 

Q. And that, probably, explains why the 


general level of rates in Canada during that decade 
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Andrews ,Campbell,Armstrong Cr.-e@X. 
(Frawley ) 


was going up 157 percent, and lumber to Eastern 
Canada only went up 79 percent? 

MR. CAMPBELL: That is right. 

Q. What did it go up from the Dees ARSE 
part of Western Canada west of Regina that you were 
telling us about this morning -- what would have 
been the increase during that decade? 

MR, CAMPBELL: I haven't got those percentages. 
I can give you what the present rates are to Calgary 
or Edmonton. Our lumber rate at the present time 
to Calgary is 88 cents a hundred pounds, and to 
Edmonton it is one dollar a hundred pounds. 

Q. If you have the comparable percentages, 
without too much trouble ....? 

MR, CAMPBELL: I can give you the rates that 
were in effect in 1948. The rate to Calgary was 
50 cents as compared to 563 to Winnipeg -- this 
is prior to April the 8th, 1948, the 21 percent case. 
Edmonton was 54 cents as against one dollar now, 
and Calgary 50 cents versus 88 cents. 

Q. Thank you for putting those figures on 
the record, and a person can make his own percentages. 
MR. CAMPBELL: That also represents a 

reduction effective on August the lst; our rates 
respectively to Edmonton were $1.06 and Calgary 94 
cents. That was the roll back resulting from the |. 


$20. million subsidy. 
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Q. They got the benefit of that roll back 


because they are class rates or commodity rates? 

MR. CAMPBELL: Yes, they were not subject to 
border combinations; there was no hold-down. 

Q. Just turning for a moment to the 
question of horizontal percentage increase, your 
people on the west coast have been complaining 
consistently and without let " about the horizontal 
percentage increase? 

MR, CAMPBELL: That is right. 

Q. But you come forward with no solution 
at all to the Commission about this evil that has 
been bearing upon you 8o heavily all these years? 

MR. BLAIR: You said no solution? 

MR, FRAWLEY: Yes, no solution whatever. 

MR, BLAIR: Have you read the brief? 

MR, FRAWLEY: Mr. Blair, I read it, and 
knowing that you had had something to do with it, 

I looked for something that would have suggested 

something. But, there is nothing suggested at all. 

You cite Turgeon, Turgeon ,Turgeon , and then 

you stop and you say, "The Commission must do 
something about it.” 

MR, CAMPBELL: And the Sloan Commission: 
we feel that bodies of that stature would have more 
bearing with our railway friends. 


MR, FRAWLEY: Q. Did Chief Justice Sloan 
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Andrews,Campbell, Armstrong Cr.-ex. 
(Frawley ) 


get into horizontal percentage increases as well as 
the Crowsnest rates? 


MR. CAMPBELL: He did /the Crowsnest rates, 


on that. Maybe I am confused. 
Q. Well, in any event, we will leave it that 
way. You would like this Commission to work out 


some alternative to horizontal percentage increases? 
MR. CAMPBELL: Yes, we have made the 
suggestion, if you look in our brief, that the 
railways should provide hold-downs. That is very 
clearly set out there someplace. 
Q. Yes, you speak about reasonable wees 
downs on page 9. 
MR, CAMPBELL: That is right. 
Q. Well, I really thought you would come 
forward with some specific kinds of hold-downs 
or some other scale of increases except the special 
horizontal increases being applied to all mileages? 
MR. CAMPBELL: Well, we have covered it 
in another way in our brief: we say we would 
settle for comparable rates, and that goes for 
hold-downs, because the result is the same, as 
prevail in the United States for similar mileages. 
Q. That is what I wanted to ask you 
about: you say you would settle for what goes 
now, in the American increases? 


MR. CAMPBELL: Yes. 
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Andrews ,Campbell,Armstrong Cr.-ex. 
(Frawley ) 

Q. As a matter of fact, if I understand 
it, you have that for Winnipeg - your shipments to 
Winnipeg? 

MR, CAMPBELL: No, we haven't. The rate 
to points south of the border is $1.18 I think. 

We have to add the local Canadian rate to that. 

Q. You mean the border combination takes 
the percentage increase. The local rate in Manitoba 
takes the horizontal percentage increase; is that 
what you say? 

MR, CAMPBELL: From the border to the 
destination. 

Q. Yes, into Winnipeg. 

MR. CAMPBELL: It is subject to any -- we 
have got comparable mileages shown on page 7 of our 
Brief. 

Q. Yes? 

MR. CAMPBELL: They show that we not only pay 
higher rates for all three commodities, but it also 
points up the premium on plywood versus lumber. 

Q. Well, let me put it this way: What 
would the rate to Winnipeg be if there was no 
question at all of being held down in whole or in 
part by the rates from Tacoma? What would the 
Winnipeg rate be? 

MR. CAMPBELL: I would say in the neighbour- 


hood of $1.60 some odd cents. 
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Andrews ,Campbell,Armstrong Cr.-ex,. 
(Frawley ) 


Q. As against -- what is it now? 

MR. CAMPBELL: $1.40. 

Q. 7 You do get, then, if Winnipeg was on 
the North Dakota line or the Minnesota line rather 
than where it is, then would you get the full benefit 
of the American freight rate? 

MR, CAMPBELL: We would pay $1.18 under 
that grouping. 

Q. Yes. Now, going to Toronto, again, 
you pay the rate Tacoma to Toronto, I suppose? 

MR. CAMPBELL: ‘That s right. 

Q. Why is the rate Tacoma to Toronto less 
than it would be tetonk 6: Vanaoniran to Toronto if there 
were no Tacoma rate to hold it down? 

MR. CAMPBELL: I think the Transcontinental 
American rates were more subject to the water 
influence due to the fact they have all year service 
into the east coast and they shave the rate back; 
water competition enters into that. 

f Q. ie ee So you do get the full benefit 
of the Tacoma rates and the circumstances that 
operate/hold them down when you are going into Torotto 
and Montreal? 

MR. CAMPBELL: As I pointed out a few 
moments ago to Mr. Cumming, or one of the other 
counsel, we didn't always have that happy position. 


We were pay ing more than our American competitors, 
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Andrews,Campbell,Armstrong Cr.-eX. 
(Frawley ) | 
but that was adjusted on December the 15th, 1951. 
Q. I was interested in your telling Mr. 
Cumming that your rates to the Maritimes have held 
up: Do you get the benefit of a water compelled 
rate going in the Maritimes from Vancouver? 

MR, CAMPBELL: No, and I think that is 
probably due to two factors; that we don't have 
sufficient tonnage into that area to send straight 
cargo by water movement, where the reverse is true 
in the case of Quebec or Montreal during the open 
season of navigation. 

Q. The holding up of your market in the 
Aasubiage is not due to any favourable freight rate 
situation? 

MR, CAMPBELL: No. 

Q. It is just the acceptability of your 
product? 


MR, CAMPBELL: Yes. 


Q. And the fact that competitive 
products have not gained an inroad -- like asphalt, 
and so on, -- as they have in other parts of 
Canada? 


MR, CAMPBELL: Yes. Mr. Andrews covered 
that. 

Q. On page e, paragraph 7, you speak 
about coast shipments declining to Western Carada 


in spite of increased coast production and increased 
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prairie consumption. You left one other factor out -- 
and I ams sure not . deliberately -- and that is, 


increased prairie production too, probably? 

MR, CAMPBELL: Well, the question of sales 
and distribution, I am not familiar with. That is 
Mr. Andrews' field. 

Q. All right. Mr,Andrews, I am not 
suggesting there was any intention of a deliberate 
omission, but another factor would be that prairte 
produced shipments would increase during that period? 

MR. ANDREWS: I am not just sure, but I 
think that the production in Alberta has gone up 
~glightly, but I think the production in Saskatchewan 
and Manitoba has gone down during that period. 

Q. Well then, you don't think, then, 
4t can be accounted for by increased production in 
the Provinces of Alberta and Saskatchewan? 

MR, ANDREWS: As far as Alberta is concerned - 
what we intend to convey there is that the whole 
economy was buoyant during that period and there was 
an increase in consumption. 

Q. There was another factor too: You 
are speaking here of rail-borne lumber, I take it, 
in that paragraph? 

MR, ANDREWS: Yes, rail-borne and truck 
borne. 


Q. You speak about the number of cars -- 
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"while in 1949 some 4,944 cars of coast 
lumber were shipped to Western Canada, only 1,659 
cars were shipped in 1958." 

You are certainly talking about rail borne 
lumber there? 

MR, ANDREWS : Yes. 

Q I am instructed there has been a very 
appreciable increase in the trucking ¢& lumber from a 
point perhaps as far west as Cranbrook into the 
Prairie Provinces? 

MR. ANDREWS: That is right. 

Q. Maybe even further west. That would 
certainly enter into or explain that drop very 
considerably, wouldn't 1t? 

MR, ANDREWS: Ye, I, imagine that is ------ 

MR, BLAIR: Pardon me, Mr. Chairman. Mr. 
Frawley, I think if you look carefully at paragraph 
7 you will see that we are merely dealing with 
shipments fromthe British Columbia coast. We are 
not suggesting there is any trucking of lumber 
from the coast area of British Columbia to the 
Prairie Provinces. 

MR, FRAWLEY: No, no. Well, perhaps I 
should put it differently. 

Q. Your coast percentage dropped, but the 
percentage of production from the interior mills and 


by truck, would, then, account for the drop in the 
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coast shipments -- that would be the explanation? 

MR, ANDREWS: To some extent, yes, that is 
right. 

MR, FRAWLEY: Thank you, Mr. Blair. I 
think that explains the paragraph. 

MR. BLAIR: I am glad you are able to read 
the Brief now. 

MR, FRAWLEY: Yes, yes. It is beginning 
to appear as though that long trip out from Ottawa 
was worth while. 

Q. Mr. Andrews, on page 6 you are talking 
about what could be done with this financial 
assistance that the railways expect to obtain and 
you say that there should be a general reduction of 
rates, on lumber, plywood and shingles. I don't 
suppose that you would want any part of that 
reduction applied to the competitive rates that 
you enjoy out to the coast shipping points? 

MR. ANDREWS: Competitive rates -- I don't 
get the connection. I don't understand the question. 

Q. Well, you say that the payment of the 
subsidy to the railways should be applied by way 
of a general reduction of rates on lumber, plywood 
and shingles, which largely carried the burden of 
the percentage increases over the past eleven years? 

MR. ANDREWS: That is right. 


Q. Well, I would not suppose you would 
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want any traffic that didn't carry the burden of the 
percentage increases, and only bore a burden of say, 
79 as against 157 percent -- you would not want that 
traffic to get any of the penefit of this rate 
reduction which you think should come from the 

peren othe agatacwies that the railways are going to 
be given? 

MR, ANDREWS: We would want to maintain 
parity with our American competitors as far as that 
is concerned, but we feel that the whole freight 
sepa tens in Canada should be adjusted downward 
as far as our dgumod ities are concerned, in keeping 
with the recovery that the railways secure of 
revenues which they obtain through their subsidy. 

Q. Yes, I can understand what you are 
saying, Mr. Andrews, put if you would suggest that 
this financial assistance that the railways expect 


to obtain be used to give relief to those parts 


of the freight rate structure which have been carrying 
the full load of the percentage increases, whether 
that is an acceptable suggestion or not -- I am 

just discussing it on that basis, and that is under=* 
standable -- and I am wondering if you mean to go 
further and say that not only those traffics which 
took the full 157 percent over the last ten years, 

put also competitive traffic which in one instance 


only took 79 percent, whether they should be 
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similarly treated, is what I want to know. 
MR, ANDREWS: Yes, I think they should be 
similarly treated because of the fact that our 
freight rates generally speaking, in Canada, even 
where there have been hold-downs, such as there 
were, are still higher than the rates which our 
competitors pay into the same market on the U.S. rates. 
Q. Well now, Mr. Andrews, you have 
/ pates that you enjoy to Toronto and to Winnipeg which 
result from the rates from Tacoma and the circumstances 
which surround those rates? 
MR. ANDREWS: That is right, yes. 
Q. Now, that can't be taken away from you; 
that is a legitimate competitive situation which 
wast be reflected in your rates; isn't that so -- 
bécause the railways are not giving you any favours; 
they ards oll by the law like everyone else, and 
they are giving you a competitive rate out of 
Vancouver geared to the Tacoma rates because there 
is areal reason, because I suppose you would move 
your lumber down to Tacoma and move it on the 
Tacoma rate if they didn't give it to you out of 
Vancouver? That is the theory behind it, I suppose? 
MR, ANDREWS: Well, that, and the fact that 
the rate from Tacoma, if it were lower to Toronto 
than the rate from Vancouver, we would not sell our 


lumber in Toronto. The Tacoma manufacturer would 
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sell it. 
Q. In other words, market-competitive 


or carrier-competitive, you are entitled to all 
the favourable circumstances which surround the 
Tacoma rate? 

MR, ANDREWS: We also think we should be 
entitled to rates comparable for similar distances 
in the United States. 

Q. “ All right. In that regard, have 
you ever given any thought to the way traffic moves 
from Cincinnati to Seattle as against Cincinnati 


to Spokane? 


MR, ANDREWS : No. 
Q. Well, we won't go into that. 
MR, BLAIR: I am afraid we have no comment 


ta offer on the rate on skelp, Mr. Chairman. 

MR. FRAWLEY: But at least you recognize it 
as skelp and not kelp. 

Q. Mr. Andrews, I was wondering if you 
were going to have /subsidy, as ove call it, which the 
railways expect to get, applied on all of the lumber 
rates including the one geared to Tacoma, and 
wouldn't you have a situation that the rate out of 
Vancouver would be lower than the Tacoma rate and 
you would have the Tacoma lumber travelling east 


on the Vancouver rate? Would that be all right? 


MR. ANDREWS: Well, what we want is parity. 
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Q. Mr. Gampbell, I have only one question, 
and I was interested in what you had to say about the 
four mile switching, and that is something which 
you have felt was out-moded for quite a long time? 

MR, CAMPBELL: Yes, that is so. 

Qe Being the large and important industry 
that you are, have you not done anything about it 
all these years? 

MR. CAMPBELL: We have had to have special 
switching rates as the occasion arose, but there is 
still no general rule, which is the thing the 
industry feels there should be. 

Q. As a matter of history, the four mile 
switching limit arises out of an order -- and I 
haven't got the date -- but a very old general 
order of the Board of Transport Commissioners? 

MR, CAMPBELL: Yes, 

Q. Well now, have you ever considered 
applying to the Board of Transport Commissioners 
to have that old order vacated and a new and more 
up-to-date order gaetatuted in its place? 

MR, CAMPBELL: Maybe we were living in a 
fool's paradise. The railways, we understood, 
wens investigating this and it has been the subject 
of negotiations between our two Transcontinental 
railways for quite some time; but there hasn't been 


anything evolve from it yet that we have heard. 
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. (Frawley) 
2 Qe Well, that is just so the Commission 
3 will know the situation, that that can be taken care 
4 of by an application to the Board of Transport 
5 Commissioners for a revision and extension and 
6 investigation of the whole matter before switchings 
q occurs, 
$ MR, CAMPBELL: We thought, with the terms 
? of reference given by the Prime Minister to this 
10 Royal Commission, that this was the opportune time 
a“ to present it to them. 
ae Q. I surely don't disagree with you, 
w Mr. Campbell, and I think it is only right to put 
- it before the Commission, and I am not suggesting 
as that an application to the Board would not automaticall 
- be successful, but it does all stem from an old 
74 order of the Transport Board; doesn't it? 
- MR, CAMPBELL: ‘es. 
9 THE CHAIRMAN: We will take a five minute 
20 
break. 
21 
---A short recess. 

pM 

THE CHAIRMAN: Order, please, Gentlemen. 
- All right, Mr. Mauro. 
- CROSS-EXAMINATION BY MR. MAURO: 
- Q. Mr. Andrews, I notice that the rate 
af on sawn lumber, Vancouver to Winnipeg, has gone 
4 up 150 percent ree 1948; is that correct? 
i MR, ANDREWS: Well, Mr . Mauro , I think I 
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could answer that, The rate has gone up from 


564 cents a hundred pounds to $1.40, so whatever 
percentage that is --- I haven't just got it in 
front of me. 

MR, BLAIR: It is stated in the Brief at 
Paragraph 6, page 2, to be 150 percent. 

MR, MAURO: Q. Well, the rate -- the 
rate has gone up 150 percent to Winnipeg during 
the period when the permissive levels have increased 
157 percent. Is that correct, Mri Campbell? 

MR, CAMPBELL: Yes, that is right. 

Q. So that, as far as the rate to Winnipeg, 
the lumber rates have taken all but 7 percent of 
the permissive levels? 

MR. CAMPBELL: Yes. 

. Q. And in the case of Toronto, according 
to our calculations, it has gone up 79 percent in 
the same period? 

MR, CAMPBELL: Yes. 

Q. So that the burden on the shipments 
to Toronto has been considerably less than the 
burden on the Winnipeg shipper? 

MR, CAMPBELL: Percentage-wise, yes. That, 
as I explained previously, Mr. Mauro, started out 
in the first place with the lowering “of the lumber 
rate to bring it in line with the rates from 


Oregon ~Washington. 
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(Mauro) 
Q. If you turn to Exhibit 106, in 1948 


the rate, Vancouver to Winnipeg, was $14.69; 
in 1959,. $36.40, for an increase of $22.00. The 
Vancouver to Toronto, in 1948, was $23.01; in 
1959, $41.08, or an increase of $18.00. So that, 
under this horizontal record of percentage ieoveuaan, 
Winnipeg takes it both coming and going. In the 
rate relationships at least Toronto has been 
distorted in the easterly flow of lumber goods also. 

MR, CAMPBELL: That is right. 

Q. Now, on page 3 of the principal 
submission, Mr. Andrews, I notice that there is 
this drop on carloads of sawn lumber and shingles 
to both Western and Eastern Canadian destinations. 
I wondered if this was a shift in product preference 
as opposed to the results of the freight rate 
structure? 

MR, ANDREWS: Not to any great extent, Mr. 
Mauro. The bulk lumber shipments to Winnipeg or 
to Western Canada, the preference is a matter of 
price, and See freight rate affects the landed 
costs, it simply means that we do not sell in that 
market. 

I think our product is just as acceptable 
now as it was when it was going there in volume. 

Q. rf notice while sawn lumber dropped 


from six thousand cars to thirty-seven hunéred cars 
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plywood increased from thirty-one hundred to eighty- 
three hundred. 

MR. ANDREWS: That's right. 

Q. So that freight rates have not affected 
the plywood consumption? 

MR, ANDREWS: Not to the same extent, that's 
right. 

Q. Wouldn't part of the sawn lumber 
market be lost to the plywood market? 

MR. ANDREWS: Could be, yes. 

Q. So that a considerable amount of these 
losses are made up within the industry, within the 
lumber industry itself? 

MR. ANDREWS: To some extent, Mr. Mauro, 
but plywood cannot replace lumber for all usages. 

Q. I am saying to the extent that 
plywood can replace it there has been a consistent 
increase, except for the year 1959; but from 1950 
on, an increase in the consumption of plywood under 
the same freight rate structure? 

MR, ANDREWS: That's right. That's right. 

Q. Now, on page 6, paragraph 15, 

"If and when the Crowsnest pass grain 

"rates are compensated for to the 

"Canadian Railways by way of subsidy or 


"other means, it is recommended that 
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"there should be a general reduction in 

"the rates on lumber, plywood and shingles 

"which largely carried the burden of 

"percentage increases over the past eleven 

"vears." 

Now, we agreed that the plywood, lumber 
and shingles industry carried varying amounts of 
these increases. The Winnipeg shipper took a 
fair slap with 150 percent; the Toronto shipper 
got a fairly decent rate over the past ten years; 
he got a 79 percent increase in his rates. So 
that the industry has not really carried the whole 
of this burden? 

MR, BLAIR: I am wondering if Mr. Mauro is 
asking a question or making a statement. 

MR, MAURO: Q. Well, this is a question, 
that the industry has not carried a particularly 
great burden because the prices -- your sale is f.o.b. 
the mill, I take it? 

MR, ANDREWS: That's right. 

Q. And the rail rates vary depending on 
what the market will bear, ippResn tty because the 
Winnipeg shipper has to pay 150 percent increase in 
freight rates in the past ten years, while the 
Toronto shipper has paid an increased freight bill 
of 79 percent? 


MR, ANDREWS: Yes. Well, as far as lumber 
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4s concerned, Mr. Mauro, we have not been shipping, 
as a result of these freight rate increases, so 
aiten facipaonanh increase has effectively curtailed 
our shipments. 

Q. Iwas interested in the words “which 
largely carried the burden of percentage increases", 
and I interpreted it, and perhaps I misinterpreted 
them, as meaning that the lumber industry has 
largely carried the burden of percentage increases 
over the past eleven years? ) 

Now, are you suggesting that it is the lumber 
industry in Canada which has largely carried the 
burden of horizontal percentage BRASS in the 
past eleven years? 

MR, ANDREWS: We are probably more affected 
than any other commodity, in that we have the longest 
hauls. 

Q. Well,lumber, according to our 
calculation, under the way bill analysis, represents 
898 cars of 19,822, or approximately 5 percent of 
the traffic, Mr. Andrews, and of that, apparently, 
close to two-thirds of the lumber traffic is 
moving into the Eastern Canadian markets; so that 
the lumber traffic represents five percent, and two- 
thirds of that five percent has only taken half 
of the percentage increases since 1948. And I 


say it is on those figures that you submit that it 
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is the lumber industry in Canada which has largely 
carried the burden of percentage increases over 
the past eleven years; is that correct? 

MR, ANDREWS: Perhaps that is somewhat of 
an exaggeration, but we certainly feel that our 
rates have carried a good big portion of that 
burden. 

Q. And you told my learned ffiend, Mr. 
Frawley, that if the railways receive a subsidy, 
that this subsidy should be used to roll back the 
present eitax on lumber ---- 

MR, ANDREWS: And other commodities. 

Q. And other commodities, but we will 
deal with the lumber one here -- including the 
rolling back the rate to Toronto, which has only 
taken 79 percent of the increase? 

MR. ANDREWS: Well, I think whatever roll 
pack there might be will be apportioned as to various 
hauls equitably, so that they penefit to that extent, 
in that way. 

Q. So that, on an equitable basis, the 
lumber industry, and the Winnipeg rate which has 
gone up 150 percent be reduced to the 79 percent 
before you touch the Toronto rate? 

MR. ANDREWS: That's right. 

Q. And, you made some mention, Mr. Andrews, 


that what the industry is really requesting is 
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parity with the American rates; is that right? 

MR. ANDREWS: That's right. 

Q. And would the industry also support 
a proposition that if the American rates go up, 
that the Ganadian rates should go up, even without 
the railways having to request or show cause for 
the increase? 

MR, ANDREWS: Well, I don't know about the 
mechanics of it, but that is what happens, anyway. 
If the American rates go up to Toronto, our rates 
automatically go up. 

Q.- How about the Prairie rates? 

MR, ANDREWS: The same would apply. 

Q. Well, you can't get them much higher 
in Winnipeg to that Prairie point. You are up 
150 percent now. 

MR, ANDREWS: Well, I think if there was 
an increase, Seattle to Nicchi, that the hold-down 
would suffer to that extent. 

Q. So that you would be satisfied with 
a system, a rate structure which was tied in 
completely with the American rate structure, and 
you would take increases in American rates without 
the railways having to? 

MR, ANDREWS: We have gone on record before 

that 
the Board of Transport Commissionersi:f/ that is what 


we would agree to. 
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Q. I'm sorry; Mr, Andrews? 

MR. ANDREWS: We have gone on record before 
the Board of Transport Commissioners that that is 
what we will agree to. 

Q. On both competitive and non-competitive 
rates? 

MR. ANDREWS: That's right. 

Qe Now, Mr. Andrews, I take it that the 
lumber industry of British Columbia is particularly 
concerned with this Commission coming up with 
recommendations which tend to re-distribute the 
freight rate burden in the Dominion of Canada; 
is that correct? 

MR, ANDREWS: That's right. 

Q. | And you have, on pehalf of the 
Association, pointed out with quotations what you 
allege is the burden of the Crowsnest Pass rates? 

MR. ANDREWS: That's right. 

Q. And the reason that you have done this 
48 that you feel that inequity, the burden resulting 
from the Crow rates,has to be borne by other 
shippers, including the Lumber Association? 

MR. ANDREWS: That's right. 

Q. And I would expect that the Lumber 
Associations would apply the same equitable 
principles to any portion of the transportation 


structure of the railways that result in a burden on 
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the freight shipper? 

MR, ANDREWS: That's right. 

Q. And if there are losses on branch line 
operations which can be proven, and losses on passenger 
services which can be proven, and it is contended 
that these are in the National interests, then those 
burdens should also be lifted from the back of the 
freight shipper? 

MR. ANDREWS: I would think so. 

Q. And the Lumber Association, the 
Lumber Industry of British Columbia would support 
any scheme that would tend, as far as future actions 
py the Board of Transport Commissioners in regard 
to rate applications, you would support any scheme 
that made a more equitable distribution between 
what has been referred to as terminal costs and 
line haul costs? 

MR, ANDREWS: I would think so, yes. 

Q. Yes. I think it is generally 
accepted that the difficulty that you face, and it 
is the same difficulty as shippers in Manitoba face, 
4s the fact that the long haul shipper under 
horizontal percentage increases takes a tremendous 
blow compared with the short haul shipper? 

MR, ANDREWS: Yes. 

Q. And that the rates affected by horizontal 


percentage increases do not properly affect the 
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terminal costs and line haul costs? 

MR. ANDREWS: Yes. 

Q. So you would support a proposal that 
would tend to, as I say, re-adjust the short haul 
and the long haul freight rates? 

MR. ANDREWS: That's right. 

MR, MAURO: Thank you, Mr. Andrews. 

THE CHAIRMAN: Mr. McDonald? 
-CROSS-EXAMINATION BY MR, McDONALD: 

Thank you, Mr. Chairman. 

Mr. Andrews, I am instructed that during 
the past two years there has been considerable 
volume of lumber shipped by water from the British 
Columbia coast; is that correct; to eastern points? 

MR, ANDREWS: I cannot tell you, Mr. 
McDonald, just how much. off hand, I wouldn't 
consider that it is a very big factor. I think 
Mr, Campbell might be able to give some information 
on that. 

Q. Mr. Campbell? 

MR. CAMPBELL: Are you speaking of the 
eastern American market? 

MR. McDONALD: Either the eastern American 
market or the eastern Canadian market. 

MR. CAMPBELL: Well, I think Mr. Andrews 
can answer that. 


MR. ANDREWS: There has been very substantial 
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volumes to the east coast of the United States. 

The Atlantic coast market, as it is so-called. 

MR. McDONALD: Q. From the coast to 
British Columbia? 

MR, ANDREWS: From the coast to British 
Columbia, yes. 

Q. Has that been increasing, Mr. Andrews? 

MR. ANDREWS: Yes, it has been increasing 
in the last two years. 

Q. Yes, and have you got any information 
on the extent of the volume? 

MR. ANDREWS: Yes, we can give you the 
volume of water—borne shipments. The shipments to 
the Atlantic coast of the United States from the 
British Columbia coast. How far back do you want 
to go? 

Q. Just the last couple of years. 

MR. ANDREWS: In 1956, it was 282 million 
feet; in 1957, it was 275 million feet; in 1958, 
-- and these are preliminary figures -- it was 
600 million. 

Q. Well, a substantial increase in 1958? 

MR, ANDREWS: In 1958, yes. 

MR, BLAIR: If I might interrupt my friend 
for a minute, -- we have filed, but it hasn't been 
marked as an Exhibit, the 1958 Annual Report of the 


British Columbia Lumber Manufacturers Association, 
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and the figures which Mr. Andrews are referring to 
are found in table 3 on page 16. 

THE CHAIRMAN: Do you want to file the 
Exhibit then? 

MR. BLAIR: Perhaps it weenie be appropriate 
to file it now. 

MR. FRAWLEY: I suppose you would have 
some copies, too? 

MR, BLAIR: Certainly. 


THE CHAIRMAN: Exhibit 115. 


~~-EXHIBIT NOV Pil: Annual Report of the 
British Columbia Lumber 
Manufacturers Association, 
for 1958. 


THE CHAIRMAN: You have quoted from page 16 
of the pastel? 

MR, McDONALD: Well, then, Mr. Andrews, 
referring to your Brief, paragraph 7 again, were 
you pointed out the drop in the shipments of lumber 
to Western Canada, despite the increased Prairte 
consumption and accelerated housing development. 
Where did they get their supplies of lumber which 
they used? 

; come . 
MR, ANDREWS: The supplies of lumber / from 


Northern Alberta, Northern Saskatchewan and 


Northern Manitoba, and a lot of it by truck from the 
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southern interior of British Columbia and from the 
interior of British Columbia. 

Q. And then to Eastern Canada in paragraph 
8, is it true that the freight rates to Eastern 
Canada are tied in with the American rates? 

MR, ANDREWS: That is right. P 

Q.. Mr. Campbell could probably answer 
this; in the latter part of 1954 and early in 1955, 
I understand you had a discussion on rates with the 
railways, and there was a discussion and you finally 
arranged an agreement that was mutually satisfactory? 

MR, CAMPBELL: Yes. 

Q. And these rates were adjusted effective 
February 1, 1955? 

MR, CAMPBELL: Yes, that is right, after 
several hearings before the Board in Ottawa ,Calgary 
and in Vancouver, 

Q. And the Bard didn't have to make 
a ruling, you made an agreement? 

MR. CAMPBELL: We worked it out between 
ourselves and had the Board's blessing; they 
sanctioned it finally, and if you recall it was 
supposed to go into effect the lst of January, 1955, 
and Chief Justice Kearney, who was head of the Board 
at that time postponed it for one month to give us 
a chance to get together with the 


railways and to set a scale for the Prairies, 
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‘making Winnipeg - shading it back on the lumber - 
and then there was 124 percent increase on the 

on shingles 
lumber rate /and 20 percent on | plywood, which 
‘pesulted. in a reduction in some kind of a pattern 
because we were in the situation of a hodge-podge 
and at that time we were paying more to points 
closes to Vahcouver than we were to Winnipeg, and 
as a result it was one of those situations that 
prevailed like today with the 5 percent increase, 
they are beginning to get out of line again. 

Q. The point I was making is that as of 
February 1, 1955, there was no agreement between 
yourselves and the railways? 

MR, CAMPBELL: That is right. 

Q. And what you are complaining about 
today is the increases that have taken place dince 
that date? 

MR, CAMPBELL: Yes, which have distorted the 
pattern. 

Q. And part of that deal which you 
made at that time was the different rates on lumber, 
shingles and plywood. 

MR, CAMPBELL: Yes. 

Q. As you explain it, the lumber is 100 
percent, shingles 112 percent and plywood 120? 

MR, CAMPBELL: 1124 and 120, yes. 


Q. And also I understand you had this 
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other discussion with the railways again, 
and the matter is actively under consideration 
at the present time?. 

MR. BLAIR: Which matter? 

MR, McDONALD: Q. The question of adjusting 
these rates. 

MR. CAMPBELL: We had a meeting in Montreal, 
so far as the Plywood Association is concerned, on 
December 5, 1957, at which time the two vice presidents 
of your railroad and the Canadian Pacific and 
their senior traffic officers met with representatives 
from the plywood industry and pointed out to them 
the high premium and the high rates that we were 
paying on the plywood, and asked for the lumber 
‘basis’ on the plywood at that time, but I am 
sorry to say nm were not successful in getting it. 

Q. Did you have any discussions with 
them since that time about the matters complained 
of in the brief? 

_MR, CAMPBELL: We have discussed it with 
them and pointed out that we-were getting to the spot 
where - Mr. Armstrong can speak on that, and he 
put in an iis yesterday showing that the 
industry is having these high costs. 

Q. My instructions are that this matter 
4s under active consideration by the two railways 


at the present time and the industry? 
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MR, CAMPBELL: We are very glad to hear that, 
but they have kept it quiet if they are considering 
it. 

Q. I understand they are dealing with the 
whole lumber scale and not just affecting your 
Association, but the whole lumber scale. 

MR, CAMPBELL: I am glad to hear that. 

Q. Then, Mr. Andrews, on page 9 of your 
Brief, the recommendations, you recommend that the 
railways be given more freedom to abandon non- 
profitable branch lines and services and to close 
stations serving such branch lines. 

Now, we are heartily in accord with that 
recommendation to go before this Commission and we 
are very pleased to know that you have taken an 
interest in it, and as far as these rates are 
concerned, I think if you take it up with the 
Traffic Department that you will find they have it 
actively under consideration at the present time. 

| MR, CAMPBELL: I am glad to hear that. 

Q. There was one other point on this 
switching and extending the switching limit; have 
you got any ideas on that as to how far it should 
be extended or what rates should be charged? 

MR, CAMPBELL: No. As I mentioned to one 
of the other counsel, Mr. McDonald, we feel there 


should be substantial enlargements. We are not 
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qualified to say whether they should make it six 
miles or ten miles or whether it should be on a 
graduating scale; also the mechanics of it and the 
progression according to mileages, whatever they 
may decide upon, I feel it should be a subject 

of discussion by the railways and that they should 
sit down with the industry and it is not only the 
lumber industry that is affected in that, but I 
think that you will find reception from . 

shippers and consignees. 

Q. It is really a matter for the railways 
and the Board of Transport Commissioners, because 
it affects the whole of Canada. 

MR. CAMPBELL: That is right. 

Q. And it is a question of revising the 
old Order of . the Board of Transport. 


MR, CAMPBELL: That is the way we feel, sir. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q Mr, Andrews, in connection with this 
matter of payment to bring the remuneration of the 
railways from the handling of grain to a just and 
reasonable basis and the use of the monies thereby 
gathered, is it the position of your Association that tr 
money being received, that the railways’ net position 
at that time should be looked at and its relationship 


to rates as a whole; that is basic to your proposition : 
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MR, ANDREWS: ‘Yes. 

Q. And that is what you mean when you say 
4% should be looked at is to see how it can affect 
the rate structure? 

MR, ANDREWS: Yes. 

Q. Now, Mr. Andrews, would you agree that 
subsidies basically are not to be encouraged, that 
they should be used, but only as a last resort where 
there is no other method and the Federal subsidies 
should only be paid where the interest of all 
Canadians is involved? 

MR, ANDREWS: That is right. 

Q. I take it, Mr. Andrews, that your 
position is that if there are to be subsidies 
involving local interests rather than National 
interest , that these subsidies should be the 
responsibility of local authorities rather than 
National authorities? 

MR, ANDREWS: I would say that is generally 
so. 

MR. BLAIR: © I wonder if Mr. Sinclair might 
be more specific in this reference, because we 
haven't dealt with local subsidies in our Brief and 
I am not sure what he is referring to. 

THE CHAIRMAN: Just what does that mean? 

MR, SINCLAIR: Mr. Andrews, for instance 


if there was a passenger service serving local 
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communities, and notwithstanding that it was at a 
loss, that the railways wanted to get rid of that ser- 
vice because it wasn't good, but for some reason 
somebody thought that for local pride, we will say, 
that a local bdinduby service with that 
passenger service should be continued, and the only 
way it could be continued would be by virtue of 

some payment, that that would be in your opinion 
something for the local authorities and not a matter 
for the federal authorities? 

MR, ANDREWS: I don't know; it seems to me 
that we might get ourselves into quite deep water 
if, for instance, some community which was dependant 
on something for these expenses and, say, a member 
of this Association - I don't think we could support 
a proposition that either the service be done away 
with or that the local community would have to 
put up a subsidy to keep it going. 

Q. Is it the suggestion of your Association 
that passenger services serving local communities 
should be subsidized by the Federal Government? 

MR, ANDREWS: I don't think that has been 
discussed or considered, Mr. Sinclair. 

Q. You would agree, would you not, Major 
Andrews, that the matter of hold-downs, for instance, 
that you suggest as a solution to what you consider 


to be a problem, that is, the horizontal percentage 
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increases, that if that was applied as it is in the 
United vee - for instance, I think it is from 
Mississippi to Chicago, that forms the basis for 
the whole thing? 

MR. ANDREWS: Yes. 

Q. Then you would take it, would you, 
that in Canada that you would be proposing to this 
Board that the hold-downs would be based on a 
maximum, we will say, from some point in Saskatchewan 
or Alberta to Winnipeg, that would be the hold-down; 
would that be your proposal? 

MR, ANDREWS: | The hold-down, as I understand 
it; tis applied not with any special reference to 
one region of the country, it is a hold-down that 
applies to everybody from all sources of supply 
to all destinations. 

Q. And, Mr. Andrews, the method in the 
United States is to edi a station in Mississippi, 

I think it is. 

MR, ANDREWS: That is right. 

Q. From Mississippi to Chicago, and use 
that as the basis of the hold-down, so that people 
shipping to Harrisburgh, Mississippi take the Cuil 
effect of the increase and everybody else that is 
further away doesn't take any more; is that the way 
it works? \ 


MR. ANDREWS: I think that is not exactly 
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the mechanics of it. 

Q. You don't think that is the mechanics? 

MR, ANDREWS: No. The Interstate Commerce 
Commission eeeeyea ae" a 20 percent increase, 
and they also approve the hold-down. 

Q. Which is calculated on a point in 
Mississippi to Chicago? 

MR, ANDREWS: No, I don't think that is the 
basis, is it? 

MR, CAMPBELL: Yes, I think so. 

MR. ANDREWS: It could be. 

MR. SINCLAIR: Q. Now then, we will apply 
that to Canada, so that we now take a place in - 
you pick it; say Alberta to Winnipeg, and it takes 
the full increase, but anything further than that 
would take somewhat less of an increase, would that 
be ee GRSESR Teoh 

MR. ANDREWS: If that is the mechanics of it, 
yes. 

Q. And do you think the lumber people in 
Northern Alberta would be satisfied with that? 
Do you think they would be? You Know lumber 
people pretty well; do you think they would be 
satisfied, those Northern Alberta lumber people? 

MR, ANDREWS: I really wouldn't know until 
it is put up to them and to say whether it would be 


satisfactory. 
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Q. Knowing them as you do, would you 
expect them to be happy in a situation like that? 

MR. BLAIR: Mr . Seen At ig ap hace ago 
an overall agreement was made between the lumber 
interests in this Province,to which the Alberta 
interests were parties, providing for differentials, 
but I don't think it is quite fair to endeavour to 
continue on this line of cross-examination; they 
have agreed in the past and there is no reason 
to believe that they would disagree in the future. 

THE CHAIRMAN: I think the question is 
all right. 

MR. SINCLAIR: Q. Major Andrews, the 
question was; knowing the lumber people as you do, 
in respect that the Northern Alberta lumber people 
would be prepared to continue with the full amount 
of the increase and everyone who shipped a longer 
distance would not take the greater increase? 

MR. ANDREWS: T can't answer that question, 
ana I don't think that anybody could until it was 
put up. 

Q. Very well, if that 1s your answer. 
Would the lumber industry expect that any hold-down 
on lumber would be extended to competing Provinces? 
For instance, corrugated iron sheathhng, aluminum 
doors, anything that competes with the lumber 


products; could the same thing be applied? 
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Andrews ,Campbell, Armstrong Cr- 
(Sinclair) 

MR. ANDREWS: I would think that as far as 
we are concerned if the commodities which would be 
covered by hold-downs would be the same in Canada 
as they are in the United States, and that is 
coal and certain basic bulk commodities and raw 
products. 

Q. Let me bring your mind to this question; 
would it be the position of the British Columbia 
Coast Lumber Association that hold-downs applied 
to lumber should be extended to the competing 
products of lumber? 

MR, ANDREWS: I think the answer to that 
is that we would expect that the hold-downs would 
be applied to approximately the same commodities 
in Canada as they are in the United States. 

Q. Well, of course,---- 

MR. ANDREWS: Not to manufactured goods, 
but to raw materials. 

Q. And therefore your answer to my 
question would be that it would not be extended to 
the competing piel uecbete 

MR, ANDREWS: It is now in effect and 
extended in Canada to such commodities as coal. 

Q. I am asking you one specific question, 
Major Andrews; is it the position of the British 
Columbia Coast Lumber Association that hold-downs 


would not or would be extended to competing products 
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Andrews ,Campbell,Armstrong Cr .-eX. 
(Sinclair) 
of lumber? 

MR. ANDREWS: Well, put it this way; there 
are certain commodities which are recognized to be 
entitled to hold-downs in the United States, and we 
would figure or would expect that these commodities 
would be covered in any comparable situation in 
Canada. | 

Q. And no more? 

MR, ANDREWS: And no more. 

Q. Well then, let me ask you that with 
respect to shingles, specifically; would the 
British Columbia Shingle Association, the Red 
Cedar Shingle Association, would they object to 
any hold-down being extended to the following 
commodities; asbestos shingles, prepared roofing, 
slate for roofing, tar and sand for roofing or 
any other product used in roofing or which could 
be substituted for shingles? 

MR. ANDREWS: In the first place, Mr. 
Sinclair, I don't think that the railways would 
be concerned very much whether it did or did not, 
because mostly those commodities are heavy, very 
heavy for shipment and they are manufactured 
locally and the railways don't get any freight out 
of them anyway. 


Q. Whatever might happen, Mr. Andrews, 
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I am trying to find out whether your recommendation 
to thitsCommission in regard to hold-downs is that 
they be applied only to your commodity or whether 
they be applied to your commodity and other 
commodities in competition or in substitution of 
your commodity? 

MR, ANDREWS: Well, I think that we would 
not be concerned very mciehs whether they were or 
they were not. 

Qs Would you support them being extended 
to your competitors; is this your recommendation? 

MR, ANDREWS: I would have to consult with 
my principals on that; we haven't given it any 
thought. ; 

Q. Now, let us assume for the sake 
of this discussion, Mr. Andrews, that there was a 
hold-down and it was applied to a broad range of 
commodities, lumber and all those in competition 
with lumber, and as a result railway revenues 
from the increases applied for wouldn't be met 
unless you increased the percentages or increased 
the maximum,wovuld the British Columbia Lumber 
Association think that that was a proper way to 
approach the problem of securing revenues? 

MR. ANDREWS: Well, the effect of hold- 
downs in the United States was to give the railways 


more revenue, and that would be the effect in Canada, 
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Andrews,Campbell,Armstrong Cr.-ex. 
(Sinclair) 
we think. So that, it is simply a question of 
without the hold-downs the railways don't get the 
haul and don't get the revenue, and with them they 
do. 

Q. The reason I am interested in this, 
in answer to one of my friend's in dealing with the 
Turgeon Recommendations regarding exceptions 
to horizontal increases, and specifically number 4 
which is set out in your paragraph eleven, on page 4, 
you said you did not know the railways had done 
anything about them. I suggest to you that the 
railways did attempt to follow those out and all that 
resulted was chaos. 

MR, FRAWLEY: He said potatoes. 

MR. SINCLAIR: Sand and gravel - livestock; 
a very interesting one about livestock, 

Q. Do you remember that one, in which 
Alberta complained bitterly about a maxima or 4 
hold-down being applied to livestock? These 
matters are very complex, are they not, and involve 
a lot of Lwhewpiey and competing industries and 
competing forces,- - - - 

MR, ANDREWS: I notice - - - - 

Q. Would you agree with that? 

MR. BLAIR: He is answering your other 
question. 


MR. SINCLAIR: Which other question? 
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(Sinclair ) 

MR, BLAIR: You interrupted him. 

MR. SINCLAIR: Q. ‘I am sorry? 

MR, ANDREWS: I think, if you repeat the 
question. 

Q. I am asking you this, sir: That this 
question of interplay between raw producers and 
finished manufacturers, competing products, competing 
regions, are a very complex ani and the use of 
hold-downs can result in very complex problems 
and controversies between various segments, sectors 
and industries? 

MR. ANDREWS: All I can say is that it seems 
to work very well on the other side of the line. 

Q. That is your answer to that? 

MR, ANDREWS : Yes, it seems to work very 
well. It has resulted in certain areas of production 
being kept profitable, and it has been generally 
favourable to the shippers, the carriers, and it has 
been approved by the Inter-State Commerce Commission 
year after year, and each increase, as it comes up -- 
these things are gone into very carefully, and the 


hold-down system has worked very well. 


Q. In your opinion? 
MR, ANDREWS: ‘Yes. / 
Q. There may be others who have a 


different opinion; you would agree with that? 


MR. ANDREWS: Could be, yes. 
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Q. And who have expressed it? 

MR, ANDREWS: That is right. 

Q. You said that the industry would like 
to have comparable rate levels for lumber as in 
the United States: Do you think, for instance, 
that thatis because you are a basic commodity 
moving long distances and you are particularly 
interested in exports as well as domestic? 

MR, ANDREWS: As a matter of fact, we have 
parity on a very Dig PERC eHvasS of our output - 
all of 16, in pecnideneuiave the United States; 
we have now parity. 

Q. But your suggestion was that lumber 
rates be put on the same basis in Canada as the 
United States mile for mile? 

MR, ANDREWS: That is right. 

Q. Do you think that should also apply 
to other basic commodities moving in Canada? 

MR, ANDREWS: T am not familiar - - - 

Q. For instance, grain: Do you think 
grain rates in Canada should be on the same basis 
mile for mile as in the United States? 

MR, ANDREWS: We have suggested that they 
are put on the same mileage basis. 

Q. You are suggesting that grain rates 
be put on the same mile for mile basis in Canada 


as in the United States? 
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MR, ANDREWS: On the same basis. 

Q. And that is a condition of having 
lumber on the same basis too? 

MR, ANDREWS: I think that the answer must 
be that at this stage we could not begin to go 
into such detail as you are suggesting. 

Q. But as a matte of principle - - - 
never mind the detail: What would be your 
answer, as a matter of principle? 

MR, BLAIR: Possibly we have lost sight of 
your ee a 

MR, SINCLAIR: Oh, I don't think so. If 
Mr. Andrews has lost sight of it, he will say so. 
He is an old and experienced witness. 

MR, BLAIR: Well, regardless of Mr. 
Andrews, counsel has lost sight of the question. 

MR. SINCLAIR: We are not interested in 
keeping up with counsel. We are interested in 
letting the witness answer the question. 

MR. BLAIR: I think it would be just as 
well if Mr. Sinclair would rephrase the question. 

THE CHAIRMAN: Well, ask the question again, 
Mr. Sinclair. 

MR. SINCLAIR: Q. As a matter of principle, 
my question was, in view of the fact that you felt 
that basic commodities such as lumber should have 


the same basis mile for mile as in the United States, 
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as a matter of principle would you think that should 
also apply to the movement of grain in Western 
Canada, that that be on the same mile for mile 

rate basis as in the United States? 

MR, ANDREWS: Well, I think I am not 
competent to give you an opinion on that at this 
notice. 

Q. The revenues that a railway receives 
for the movement of large segments of its traffic 
is a major factor, would you agree, in the rates 
that they have to receive for the movement of other 
segments of traffic? 

MR, ANDREWS: That is so. 

Q. One of my friends - - and I forget 
which one - - suggested to you that whether the 
burden arose from export grain rates or the burden 
arose from passenger or the burden arose from 
competitive factors, the suggestion was that they 
were all the same. Do you remember that question? 

MR, ANDREWS: I remember that question, 

Q. And I think your answer was "Yes"? 

MR. ANDREWS: ‘Yes. 

Q. Are you suggesting that there is 
a similarity. between a fixed statutory rate, for 
which the railways cannot take any action, and a 
passenger service where they have the right to 


control it? Are you suggesting to this Commission 
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there is no difference? 

MR. MAURO: Well now, my learned friend is 
referring to my question. 

MR. SINCLAIR: No, I was not. 

MR. MAURO: Well, you said "one of my 
learned friends", and I didn't nane anyone else. 

MR, SINCLAIR: You should listen. It was 
Mr. Doherty. 

MR, MAURO: Well, Me, Chairman, just so 
that he is not using two of his learned friends, 
my question was to those services required in the 
National interests and burdens resulting therefrom. 

MR, SINCLAIR: We dealt with yours a few 
minutes ago. 

MR, MAURO: I thought you could not remember 
whose question it was. 

MR. SINCLAIR: Oh, I can remember. 

MR, MAURO: You said you did not know 
which one it was, and I was trying to assist your 
memory. 

MR. SINCLAIR: Q. Mr. Andrews, are you 
suggesting that a service that is required of the 
railways, at a fixed rate is the same as a 
passenger service which management can control? 

MR, FRAWLEY: Mr. Chairman, I think it is 
only fair to put the whole record in: Mr. Crump 


told me in Ottawa that the efforts being made by 
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Canadian Pacific to try to get more revenue from its 
passenger traffic was not working. out very well. 

MR. SINCLAIR: I think we may as well try 
to get this witness answer the qustions and let 
Mr, Frawley argue later. 

THE CHAIRMAN: Well, repeat the question, 
Mr. Sinclair. 

MR, SINCLAIR: My confrer says that this is 
the fourth time, and I do appreciate your patience. 

Q. For the fourth time, are you 
suggesting that where the railways are required 
to provide a service at a fixed rate, as they are 
with respect to export grain, that that is the same 
as the provision of a passenger train service which 
is under managerial control? 

MR, ANDREWS: I would not be competent to 
answer that question. | 

MR. SINCLAIR: This is like pleading some 
kind of an amendment I have heard of before. 

MR. BLAIR: Well now, in all fairness to 
Me. Andrews - - - |- 

THE CHAIRMAN: No; the witness does not 
claim to be an expert. 

MR, BLAIR: The question which Mr. Mauro 
asked was simply, if arrangements were made to 
provide for subsidies for other types of losing 


traffic, apart from the Crowsnest, would the same 
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principle apply, and Mr. Andrews' view was that he 
would apply it to the Crowsnest traffic, but it 

is not part of our submission to comment on passenger 
and other possible losing traffic of the railways. 
That is something othe parties have dealt with 

and with which we are not dealing. 

MR. SINCLAIR: I don't know why my learned 
friends always seem to think they have to. be so 
careful when I ask some innocent question. 

THE CHAIRMAN: ‘They doubt your innocence, 
I think. 


MR. SINCLAIR: However, I take it as a 


compliment. 
Q. Major Andrews - - and I put this 
position to you and your colleagues - - generally 


speaking it has been the experience of the lumber 
industry on the coast that théir problems which 
they have - - and they change, depending on various 
circumstances; they are not all railway problems -- 
but so far as the railways can, they do sit down with 
your industry and have detailed and mutual discussions 
to try to arrive at solutions; that is correct? 

MR, ANDREWS: That is correct. As a matter 
of principle, and before we appear before the Board 
of Transport Commissioners or any other Hearings, 
we sit down with the railways and we table our problems 


and we discuss them and, largely, we get nowhere; 
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but, sometimes we do. 

Q. You are not suggesting, are you, that 
you would rather have somebody other than the railways 
deal with your problems? | 

MR, ANDREWS: Not if we can get satisfaction 
from the railways first. 


MR. SINCLAIR: Thank you. 


BY MR, GOBEIL: 

Q. Me. Armstrong, you have some figures 
in Exhibit 113 and 114, the dollar value for 
export and it would come much over $100. - - 
as a matter of fact in the year 1956 it is $150. 
per thousand feet. 

MR, ARMSTRONG: I am sorry, I didn't get that, 
Mr. Gobeil. 

Q. On Exhibit 114, in the dollar value 
of the plywood, taking 1956, for instance, your dollar 
value per thousand feet would come wo 150.7? 

MR. ARMSTRONG: I haven't worked it out. 

Q. It is all over 100, and I was wondering 
why the big difference between the export value 
and the preceeding table, Exhibit 113 - - - where 
it swings from 54 to a maximum of 70? 

MR, ARMSTRONG: I can't supply an answer 
to that ieeucan because I don't know. I merely 
quoted D.B.S. figures, and I have no idea how they 


are arrived at, except I understand the Dominion 
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Bureau of Statistics asks each manufacturer to 
provide them with a monthly statement. 
Q. I don't understand them either, because 
they are double for the export. 
MR, ARMSTRONG: I can't account for that. 
Q. weu1a y8e think, Mr. Armstrong, that 
the plywood is a more valuable product than sawn 
lumber? 
MR, ARMSTRONG: It depends on the basis 
that you are using to consider it. You take, 
for example, aay (ees - wall sheathing for a house: 
Although a thinner thickness of plywood is used 
than would be the case if lumber were used, the 
two products will compete, and the cost ® the 
consumer of the material is very similar. One 
inch nominal lumber would be used in board form 
for sheathing the wall of a house, for example, 
and 5/16 of an inch plywood would be used for the 
same purpose, and it performs a similar function 
as far as the structure is concerned, and I believe 
in general -- and it varies, of course, from one 
part of the country to another -- but in general 
I believe the two products are competitive. 
Q. One is certainly more refined than 
the other? 
MR. ARMSTRONG: Yes. 


Q. I am asking that because in recommendat- 
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ion number one when you recommend that the grouping 
of plywood and shingle take the same grade as 
sawn lumber, if the value of the product is higher 
I would understand why the railways are doing it, 
but I would not understand why, in the United 
States, they put it on the same scale. 

MR. ARMSTRONG: Pardon me? 

Q. I wonder why in the United States 
they put it on the same scale - all those three: 
Piywood, shingles and sawn lumber. 

MR, ARMSTRONG: I am not an authority on 
that, but my understanding is that it was done in 
order to encourage the traffic, which it apparently 
succeeded in doing. 

Q. Mr, Andrews, you mentioned that 
the increase on the freight for sawn lumber was 
150 percent. Whether it comes from the coast 
or the interior, that increase must be the same, 
isn't it -- from the interior of the Province? 

MR, ANDREWS: The differential between the 
coast and the interior has fluctuated quite a bit. 
I think the increase in freight on interior lumber, 
say from Kamloops or Prince George to Winnipeg, 
has not been as great as the increase in rates from 
Vancouver to Winnipeg. 

Q. But, to Toronto, say, or to Eastern 


Canada? 


| i | gangues, odd tant: iit: et vx te . vn 
se obers omaa enit vat t,t eres 


| cedghel et touboag ante, 7% eutsy ont St. ctedm a 


b ew 


at gntob ows ayewliet edt yw pete A | 

| betta eid ot yw brateebaw don bluow I oN 
OL898 | omee odd ‘no, i tug vod seeaete 

¢ eum sobent . N + DMORTEMAA i ae as 

aster I eleead edd at. yaw women at | 
resus sao. {Ls - else SMBS od ae. ot 30g, yeas 
.wedaul awsa bas aelgntda ,boowyld — 7 

fa Yitodsus m1. doa CT :OMORTEMAA SIM page: - hae 
at enob eaw ot tad? el got based ere bay ym gud ,¢adt fh 
vitnewedas: it doledw on Laden! ed¢ egssvoone o8 teb10 


mated Gt bebesoous 


-—_—— — ——— _— 
7 

_— + 2 

- 

Le 7 


tsdd becotinem voy .ewesbaA , wi a) 


, 


saw todmul muse sat tdgtedt ect no essetont odd 


ea: 
i= ines ie 


a 
—_ 


- 


7 a 


tesoo edt most semao tt wedteriw .tago%sg OGL 


- 
—— 


ne 


eae 
= 


ones. odd od taym casovont dadd .solastat.edd mo 8 | 


? 


a= 


Teonivesd eat. tq sotretat ed? mow -- dt giaet 


energie tat in ee a i in A LAE LL ALLL LIE OO A NO 


7* cal 
4 
: 


eit agewied Latino rw Itlb eat :2WEAGKA .fM 


&. 
~, 


tid 8 etbup, betsutoult asd yotwetal ont bas ts809 


—— 
» a ‘ 7 _< 


.redaul volwetnl no tdgtex? at easewont edd fotdd I 
.poqitactw of eg%0eD soniad Jam oqgo Lae mont Yaa 


moti sodes ¢ pesstont, edd as tso%y 88 need. gon asd 
; wae 
en of hep 


itachi nll 10 88 sotpomet of, bo. tpt | 
pan 


os oan mae 7 


at J 


7 


way w Wel dd a eT 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 6624 


Andrews ,Campbell,Armstrong Cr.-exX. 
(Gobeil) 

MR. ANDREWS: The differential on the longer 
haul from, say, Kamloops to Teronto, as compared 
to the rates, Vancouver to Toronto, is very much 
smaller -- approximately three cents a hundred pounds. 
So, the increase on freight rates on interior 
shipments ,probably would be very close to the increase 
4n the rates on Coast shipments, as far as Toronto 
is concerned. 

Q. Yes, 

MR, ANDREWS: As far as eiavecnsesueds is 
concerned. 

Q. I am asking that because, .: in 
paragraph 8 on page 2, you are using the reason of 
increase in freight rates to explain a 36 percent 
drop in the shipment to Eastern Canada. That is 
what you claim; isn't it? 

MR, ANDREWS: Right. There probably is 
approximately the same drop in shipments from the 
interior to these points as there is on Coast lumber. 

Q. Well, it seems that this Annual Report 
here on page 16, table 3, the interior rail from 
1949 to 1958, there is a 250 percent increase in 
shipment, not decrease? 

MR, ANDREWS: Yes. 

O.. And in 1949 to 1958 there would be a 
total increase in Eastern Canada from the West 


from B.C. of 275 millions to 334 millions? 
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TORONTO, ONTARIO 6625 
Andrews ,Campbell, Armstrong Cr,-ex. 


(Gobeil) 
MR, ANDREWS: Yes, that's right. 
Q So, if we take those figures we will 


show that the freight did not reduce the traffic at 
all from the West and the East? 

MR. ANDREWS: That's right, between the 
West and Eastern Canada the shipments have gone up, 
very, very substantially over that period. 

Q. It might be, then, that the Coast 
simply lost what the interior took from tie East and 
that the whole amount is an increase, by all means? 

MR, ANDREWS: From British Columbia. 

Q. Yes: 

MR. ANDREWS: Yes, that is so. 


COMMISSIONER GOBEIL: Thank you. 


BY COMMISSIONER ANSCOMB: 

Q. Mr . Armstrong, on your summary, number 
2, the last one on your sheet, as you read that, 
one would assume -- and I use the word advisedly -- 
that perhaps all your grief, or all yur pricing out 
o the market was go phsusha you expressed it, to 
unrealistic freight rates. 

Have you any other economic factor in your 
view that is pressing you out of some domestic or 
other market, or is all your grief only a freight 
rate grief? 


MR. ANDREWS: Sir, in the fourth,paragraph 
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Andrews ,Campbell,Armstrong 
(Anscomb ) 
I think I mentioned some few items. 

Q. Pardon? 

MR, ANDREWS: I am sorry. I say in the 
fourth paragraph of that submission, I think I did 
mention some other factors which certainly have 
a bearing ott Ya Spomtttert, in addition to freight rates. 

Q. Do you think they are collectively -- 
whatever they might be, without your expressing it -- 
as great a factor as freight rates? 

MR, ANDREWS: I am afraid I am not really 
in a position to provide an answer to that, sir. 

I don't know enough about the constant production 
and so on to answer the question sensibly. 

MR, ANSCOMB: Thank you. 

CROSS-EXAMINATION BY MR. MANN: 

Q. Me, Andrews, perhaps this is a 
question for Mr. Campbell. 

In official territory, East Coast, the 
American railways recently put in a 60 thousand 
pound rateson lumber which were truck competitive 
up to a distance of roughly one thousand miles. 

In a sense, this may be taken as a measure of the 
extent to which lumber can be trucked in official 
territory. Do you have any truckage on lumber 
from British Columbia or into Alberta? 

MR, CAMPBELL: Very, very small from the 


Coast. And, Mr. Mann, in connection with that 
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Andrews ,Campbell,Armstrong Cr,-ex. 
(Mann ) 


reduction into official territory through the: 


southern mills, ---- 


Q. Well, Mr. Campbell, I am not talking 
about that one. I am talking about the movement 
of lumber within official territory from New England, 
including New England and official territory, 
to official territory. 

MR. CAMPBELL: I thought you meant the 
application they have before them for reduction now? 

Q. No. 

MR, CAMPBELL: As Mr. Andrews pointed out, 
there is practically no lumber from the coast 
shipped into Alberta, but from the interior and the 
Cranbrook area, there is quite a heavy movement. 

Q. There is quite a heavy movement from 
the interior? 

MR, CAMPBELL: Yes. 

Q. The rail rates from the interior to 
Alberta are commodity rates, are they? 

MR. CAMPBELL: Teen. 

Q. They are not truck competitive rates? 

MR, CAMPBELL: They are commodity © rates, 
I pelleve’. 

Q. They aren't marked competitive in the 
Prairies? 


MR. CAMPBELL: I think they are. 
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Andrews ,Campbell, Armstrong Cr.-ex. 
(Mann ) 
Q. Would you say, Mr. Campbell, that the 


railways have lost a lot of the traffic from the 
interior to Alberta to trucks? 

MR, CAMPBELL: I couldn't speak for the 
interior, Mr. Mann. 

Q. I would like to discuss with Mr. 
Andrews, perhaps, a bit about the alternate movement 
of lumber to the East Coast. Commissioner Gobeil 
has already alluded to that. 

I notice, by looking at page 16 of your 
Exhibit 115, which is the Annual Report, that your 
rail movement to the entire United bebe in 1958 
was 468 million board feet. To the Atlantic coast, 
alone, of the United States, however, you shipped 
568 million board feet by water. This water 
movement is on the increase, is it? 

MR, CAMPBELL: Well, it fluctuates, 
depending on the number of factors, one of which is 
the charter of freight rates for the water-borne 
movement of lumber from the West Coast to the 
Atlantic Coast. 

The freights from the west coast to 
the United Kingdom affect ow shipments there, so 
that there is a number of factors involved. 

Q. You think, then, that the increase, 
Mr. Andrews, between 1957 and 1958 figure on water- 


porne to the Atlantic U.S. coast was due to the 
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Andrews ,Campbell,Armstrong Cr ,-ex. 
(Mann) 


depressed charter market in 1958? 

MR, ANDREWS: I think so. 

Q. And it will be true for 1959 as well? 

MR, ANDREWS: Yes. 

Q. So that the 1959 figures, if any, 
would show an increase? 

MR, ANDREWS:. I think it's about the same. 

I don't know. We have only about eleven months 
returns in yet. 

Q. These are movements, Mr. Andrews, 
that are lost to the railways. Have the railways 
expressed any concern about this loss? 

MR. ANDREWS: Well, I think they watch it 
pretty closely. 

Q. Have they come to your Association, Mr. 
Andrews, and talked to you about it? 

MR, ANDREWS: Not that I know. 

Q. Your movements to Eastern Canada 
are shown for 1958 as 5 million board feet, in 
Exhibit 115. 

If you look at Exhibit 107, and you total up 
your shipments to Nova Scotia, Prince Edward Island 
and Newfoundland, you come to about 5,361,000 board 
feet. 

MR. BLAIR: Mr. Mann, which total are you 
referring to in Exhibit 115? 


MR. MANN: In Exhibit 115, I am referring to 
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Andrews ,Campbell,Armstrong Cr.-ex. 
(Mann ) 
water-borne Eastern Canada, table 3. 

MR, BLAIR: Table 3, right. 

MR, MANN: Five million board feet to 
Eastern Canada in 1958. 

MR, BLAIR: Could you repeat your question, 
Mr. Mann? 

MR, MANN: Q. I compared, Mr. Andrews, 
table 3 in Exhibit 115, page 16, water-borne shipments 
in 1958 to Eastern Canada, which is shown as 5 million 
board feet. 

MR. ANDREWS: That's right. 

Q. _And Exhibit 107, in about the centre 
of the page of that Exhibit, under the heading of 
Distribution of Shipments, shows that a total of 
your shipments in 1958 to Nova Scotia, P.E.I., and 
Newfoundland gives me roughly the same, 5 million 
board feet? 

MR. ANDREWS: Yes. Well, that 5 million 
board feet is from the Coast ----- 

Q. There is no movement from the interior? 

MR, ANDREWS: No. 

MR. BLAIR: Mr. Mann, would not the total 
of the shipments to the Maritime region in the 
Atlantic Provinces in 1958 be closer to 10 million 
than to 5? 

MR, MANN: I left out New Brunswick from my 


addition, if you will notice. 


— eiethaa cat Bemagmes T 9 HAM a 
atnomgtia entod-yetaw .Of egsq (ail ¢tdtdxd at © efdad | 
ootiLtm @ es. nworle at dotdw ,sbaaad muedssd oF Beer ak ; i 7 


| test basod odie 
aoe te 
tdgie atdacr | YQWHRGMA WM 
emtneo elt suede ot VOL dididx BAA. DO |- 
Yo ghtbsed ond wba .¢ididx® tadd Io egeq end Yo | 
%o Leadod s tent awode ,stnemgide to notdudiwwald | 
| iti a 
bos ,.0.a.¢ ,sttec® sve od B2CL at atnemgtda mo0y | 
| | | tr 
cotivim @ .emse edd yldguer em sevty Saslbavetweu | 
 -‘Fdeet Sasod oc 
colffim @ ged ([feW LesY  Y8WSAGWA .AM 
Os 
=s--+ $9800 off¢ nowt ef test SrBod 1 
: re 
fyotvednt est mort ¢oemevom on at sxedT » 


ou :QWHAQUA , AM 

fadot edd don blvow .naeM .oM °° PALAT@ 9 | 
eit ot notges emtdtusM édt o¢ e¢memghhe ‘edt ‘to 
notiitm OL o¢ tesols. od S@er at eseontvosd otenaldA 
pth pales asit 

yet mort. Motwanuta wot tuo dtel I eHMAM AM 


ANGUS, STONEHOUSE & CO. LTD. 6631 
TORONTO, ONTARIO 


Andrews ,Campbell, Armstrong Cr.-eX, 
(Mann ) 


MR, ANDREWS: Well, this Exhibit 107 --- 
the Distribution of Shipments to Nova Scotia, 
Prince Edward Island and Newfoundland -- that is 
Dominion Bureau of Statistics, and it does not disclos 
whether that is water or rail. I think it is 
probably rail shipments. 
Q. Where did your 5 million board feet 
of water shipments to Eastern Canada go to? 
MR. ANDREWS: I don't know that, but I would 
think that it went to Montreal. 
Q. To Montreal? 
MR. ANDREWS: Probably to Halifax, and 
part of it to Montreal. That is the Saguenay termina 
Q. I was coming to that next. I wondered 
whether your shipments to Eastern Canada are on 
liner services or whether you have charter service 
to Eastern Canada from the West Coast? 
MR, CAMPBELL: If I may answer that part, 
Mr, Mann, there are occasional sailings by the 
Saguenay people, but there is no set schedule. 
They would put on a ship or independent charter, 
as well, if sufficient tonnage offers, but it is 
not something that is set up on a regular schedule. 
Q. What would your rate be from Vancouver 
to Montreal by Saguenay, per hundred? 
MR, CAMPBELL: I couldn't quote you a firm 


rate, but it would be considerably away below the 
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ANGUS, STONEHOUSE & CO. LTD. 6632 
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Andrews ,Campbell,Armstrong Cr.-ex. 
(Mann ) 


$1.60 rate there, I would say, 40 or 50 cents. 

Q. But your shipments to the Eastern 
Atlantic coast of the United States are not in this 
liner service, but are in charter services; are they? 

MR, ANDREWS: Full carloads, charter service. 

Q. And there is no continuation :of part 
of that carload, say, to Halifax, St. John, and 
Montreal? 

MR, ANDREWS: I doubt it. 

MR, CAMPBELL: No. 

Q. Now, Mr. Andrews, referring to your 
submission, page 6, paragraph 15, if I may just read 
you that phrase. It puzzles me a little, and I 
would like very much to know what this means: 

"Tf and when Crowsnest Pass grain rates 

are compensated to the Canadian Railways 

by way of subsidy or other means" 

Now, it is the phrase "or cher means" that 
I would like to have an explanation for. 

MR, ANDREWS: Mr. Mann, we were referring 
there, I think, to the suggestion or proposal of the 


Railways that this be adjusted through the income 


tax. 

Q. You wouldn't call that a subsidy to 
someone -- not necessarily the railways or the 
farmer -- would you not call that a subsidy in a 


manner of speaking? 
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MR, ANDREWS: Could be. 

Q So that actually "or other means” 
refers to subsidies as well? 

MR, ANDREWS: That's right. 

Q. On page 9, Mr. Andrews, you have a 
recommendation with regard to possibilities of 
savings that could be made in the case of unused 
spur lines and private sidings which may have 
become obsolete. Do you know of any unused spur 
lines in this country? 

MR, ANDREWS: I don't know of any specific 
case that I could refer you to, but we feel that 
there are such. 

Q. But you have no actual experience or 
proof that there are any railway lines in this 
country that are at the moment actually unused? 

MR, CAMPBELL: Mr, Mann, if I may answer 
that part, as I mentioned to one of the counsel, 
we feel that with the wide network of our two 
Transcontinental Raijroads there must be such 
a condition existing, although we have no specific 
mileage or sub-division to refer to. 

Q. The word "unused", Mr. Campbell and 
Mr. Andrews, might better be expressed as 
"insufficiently used" rather than actually unused? 

MR, CAMPBELL: There could be some cases of 
complete abandonment and others that are only partiall 


used. 
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(Mann ) | 


Q. I see. 

In your shipments of lumber by rail, what 
would the proportion be of shipments to team track, 
compared to shipments to sidings of consignees. 
Would yourshipments, in other words, be chiéfly 
team track deliveries at destination? 

MR. CAMPBELL: No, I think the reverse 
would be true. I think it would be private 
siding, or, in the case of going direct to the 
site position, depending on the nature of the 
lumber that was shipped, that could conceivably 
be sent to a team track that weuid be closer to jj 
the scene of construction, than if it went to, 
probably, the lumber company's dadtodee tke 
secured the order for that. 

Q. Is that system of sending shipments 
to sites increasing? 

MR, CAMPBELL: I could not answer that, 
Mr, Manno. The warehouse, a certain amount; 
and there are cases where they want delivery right 
on the spot, in certain cases. 

MR, MANN: Thank you very much. 

MR. FRAWLEY : Commissioner Mann, just for 
the record, I am instructed that there are truck 
competitive rates published from origins as far 
west as Nelson into Alberta, and notwithstanding 


the competitive rates published that there is a very 
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Andrews ,Campbell, Armstrong Re-exam, 
(Blair) 


considerable quantity by Sc coe oe 
RE-EXAMINATION BY MR. BLAIR: 

Q. I only have two or three questions 
which I hope will be brief. 

Mr. Andrews, Mr. Gobeil asked a question 
which I thought we might just take a minute to 
clear on the reeord. 

I refer to page 16 of the Anhlial Report and 
to table 3, where Mr. Gebeil pointed to the fact 
that shipments from the coast region of British 
Columbia, Prairies and eastern markets had declined 
from 139-million board feet and 182 million board 
feet, respectively, in 1948 to 54 million board 
feet, and 115 million board feet in 1958. 

At the same time he pointed out that shipments 
from the interior region of British Columbia had 
increased from 166 million board feet in 1948 
to the Prairies to 330 million board feet in 1958, 
and to Eastern Canada, from 93 million board feet 
to '219 million board feet. 

Now, the question, Mr. Andrews, based upon 
those comparisons is,do you attribute the shift in 
market position where you have lost markets, and 
people closer to the consuming region have gained 
markets, to the differentials which have resulted 
from these flat percentage increases? 


MR. ANDREWS: My answer to that, I think, 
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Andrews ,Campbell, Armstrong Re-exam. 
(Blair ) 


was that is one factor only. The preduction in the 
interior increased very materially during that 
period. 

Q. There has been a material increase in 
production in the interior. Now, I direct your 
attention to Exhibit 110, which is a Statement 
showing the spread of the differentials between 
the Coast and the interior regions. 

I direct your attention to the third column 
which shows the freight rates as they were after 
the settlement in 1955 and to the fourth column 
which shows the freight rates as they 6xiet now. 

Would you care to say what the movement 
has been since 1955 and whether it has been adverse 
to the coast industry? 

MR, ANDREWS: Since 1955 the differentials 
have changed somewhat, changed since the agreement 
was made in 1955. 

Q. The differentials have changed and 
grees is an increase? 

MR, ANDREWS: Yes. 

Q. One final question. My friend, Mr. 
gett referred to one patiat af: our Brief where we 
said that the lumber industry had largely carried 
the burden of the Pe ananens rates. I think you 
would agree that what we said and intended to say 


was that we had borne a substantial part of this 
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(Blair) 
work? 

MR, ANDREWS: Yes, 

THE CHAIRMAN: Thank you, Mr. Andréws, Mr. 
Campbell and Mr. Armstrong. 

MR, BLAIR: May I be permitted on behalf of 
the lumber industry of the Province to thank you 
and the Commission for the full and courteous 
hearing we have had. 

THE CHAIRMAN: It is our pleasure. 

MR. BRAZIER: The next Brief is that of the 
British Columbia Tree Fruits Limited, and we can 
possibly start that right after lunch? 

MR, CHAIRMAN: As I understand it, there 
are about three of the counsel who will not be here 
tomorrow, so I think we should keep in mind that 
Mr. Hume, Mr. Mauro and Mr. Sinclair have indicated 
that they might not be here. 

MR. SINCLAIR: It depends how far it gets. 

MR. BRAZIER: We don't want to lose Mr. 
Sinclair. 

THE CHAIRMAN: I think that you might 
perhaps ask these counsel which ones they want to go 
on with this afternoon, and we will now adjourn until 


1:45 . 


-~---Noon adjournment. 


‘to Ifeded no aiistenine od I yen ‘CALE 5 “a ae. 


vey Xoedt oF eontvent edt Yo yateubat sodmut odd 


BHO eT EOD bas [fut ode got noteetmasd out ba i 7 
bed evsd ow garmeed 
ahaa suo at Jt : WAMALL AHO aHT 
eft te tedt at totwd ¢txen eat :ABISARE , 
aso ow bas .betinil atinti seat atdmuled dettine 
edonmt yot ts tdgis dade tsa e yidieaoq — 
omen tl duet etebay IT aA :MAMHILAHD . AM 
sted od toa I[itw odw Aedananei eat te sowd? sueds 918 
jad? balm at goon blueda ow aAat as I oa  Worrxemo?d 
bedestbat eved whalomta .aM bas ovaeM ae ,omuH =. eM | 
" .e%ed ed ton a. yous teat jet 
.eten tL 28% word ebuegeb gI AT ATOMLE AM a ae 
4 9aot of ¢new ¢1neb eW  sABI SARE my 
.sislonta 
taigim voy tadd autdd I :MAMAT AHO aHT | 
e3 of daaw. yous serie otetw {esque easdt — peer 
[idaw avo Lbe wort Sitw ew bas moonsed 25 alas ashy fo 


ais 


ay Ay 
r 


és be _—_— @ 7 
neat oat: 


Sree oe nee sais ‘ : 
’ pnb: as eek: ; 


Ewa 
Wi, ae is 
1 


a) 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 6638 


---On resuming at 1:45 o'clock, p.m. 

THE CHAIRMAN: Before we proceed, I believe 
that Mr. McDonald has something to say. 

MR. McDONALD: Yes, Mr. Chairman. 

I don't think we should let this occasion 
pass without official notice, and on behalf of all 
counsel I would like to extend to the counsel for 
British Celumbia, Mr. Brazier - and not Mr. Mauro - 
our very best wishes on his birthday. I hope 
that he has very many more of them and enjoys the 
best of health. 

THE CHAIRMAN: I am sure that it gives me 
a great deal of pleasure, Mr. Brazier, to convey the 
congratulations and best wishes of counsel to you, 
and that goes for the Commission as well,and 
particularly for the Chairman, who has known you 
for many years. 

MR, BRAZIER: I wish to say thank you to you, 
Mr. Chairman and to Mr. McDonald and te learned 
counsel for their expression of good will. All this 
amazes me how the secret of your birthday gets around, 
but this one happens to be a particular occasion 
and I can understand it. 

Now, we will proceed, Mr. Brazier. 

MR. BRAZIER: Mr. Chairman, the next Brief 
being presented is on behalf of the British Columbia 
Tree Fruits Limited of Kelowna, B.C., and I call your 


attention to the fact that the Brief is concurred in 
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by the British Columbia Fruit Growers Association 

and the Okanagan Federated Shippers' Association, 

and the British Columbia Interior Vegetable Marketing 
Board, and the Kelowna Board of Trade. | 

Mr. Webster, who will present the Brief, is 
the Traffic manager of the British Columbia Tree 
Fruits Limited, and for those who are not familiar 
with tHe British Columbia Tree Fruits, it 1s the 
selling organization of the fruit industry of the 
interior of British Columbia. 

Mer, Webster has been connected with transportat- 
ion matters for a good number of years now, and has 
also been a member of the British Columbia Advisory 
Committee on freight rates. 

Also, we have here today from Kelowna, Mr. 
L.R.Stephens, who is the Chairman of the British 
Columbia Freight Advisory Committee, a man who 
has possibly had a longer experience with freight 
rate matters in British Columbia than anybedy else 
here in the room. He has also a particular 
knowledge of tariffs and customs preblems, and he 
will assist Mr. Webster in answering any questions 
that may be put to him by ceunsel. 

With that I will ask Mr. Webster to read the 


Brief into the record. 


G. S. WEBSTER, called: 


DIRECT EXAMINATION BY MR. BRAZIER: 
-- Mr, Chairman, Members of the Royal Commission 
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‘crea ain Webster Dir. Exam. 
(Brazier) 

and Gentlemen, I am Traffic Manager, B.C. Tree Fruits 
Limited, Kelewna, B.C. -- Central Selling Agency 
designated by the B.C. Fruit Board on behalf of 
approximately 3,600 fruit growers in the Interior 
of British Columbia between Kamloops in the northwest 
and Creston in the seutheast. I am appearing on 
behalf of the B.C. Fruit Growers' Association, 
B.C. Tree Fruits Limited, the Okanagaon Federated 
Shippers' Association. 

MR, BRAZIER: Q. I wonder if you would 
explain to the Commission what these other two 
organizations are? 

A. That is, other than the British Columbia 
Fruit Growers Association? 

Q. Yes. 

A. British Columbia Tree Fruits Limited, 
the firm by whom I am employed, is the sales 
agency which is charged with the responsibility 
by the British Columbia Fruit Board for the 

disposition of the entire tree fruit crop; the 
crops grown in this area described. 

The Okanagan Federated Shippers' Association 
is an organization of ee: houses, of which Mr. 
Stephens is the Secretary-Manager. There are 
about 45 to 50 packing houses in the area. The 
actual packing is done by those separate packing 
houses, and we sell the fruit and issue shipping 


instructions. 
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(Brazier) | 


THE CHAIRMAN: Are the fruit growers 
co-operative? 

MR. WEBSTER: British Columbia Fruit Growers 
Association, sir, is an organization embodying 
all growers - of which all growers are members if 
they have one acre or more of orchard. 

The packing houses in a great number of 
instances are co-operative, but in some cases there 
are some private packing organizations, but 
regardless of the method of packing, British 
Columbia Tree Fruits Limited sells the product. 

MR. FRAWLEY: What is the British Columbia 
Fruit Board? 

MR. WEBSTER: It is a Provincial Board set 
up under Previncial legislation; the personnel 
is made up of tree fruit growers, who are elected 
annually by the British Columbia Fruit Growers 
Association. 

MR, BRAZIER: Q. All right. 

MR, WEBSTER: This presentation is made up 
of two parts. First, a historical record outlining 
the more significant experiences of our industry 
in the transportation field in Canada, the assistance 
we have received, and the requests we have made but 
which have net been granted. Second, a list of 
considered recommendations which are respectfully 
submitted in the light of our experience, in the 


hope that they will be of assistance to the 
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Commission in its difficult task of plotting a 
transportation policy in Canada at this crucial 
point in our development. 

PART ONE: 

Our fresh fruit shipping season normally 
commences each year during the latter part of June 
when freshly picked B.C. Cherries begin to move 
into consumption followed in succession by 
Apricots, Plums, Pears, Crabapples, Peaches, Prunes 
and Apples. The largest crop produced in the area 
continues to be Apples. The main crop is picked 
and delivered to the packinghouses by the end of 
October, but the shipment of later varieties is not 
completed until the following spring - often as 
late as May. Thus, in spite of the perishable 
nature of our products and the comparatively short 
harvesting season, our shipping program extends 
aynoet completely around the calendar from late 
June to May. 

Because of our geographic location, the 
greatest part of our crops must be exported to 
markets outside the borders of British Columbia. Our 
largest market is in the Canadian prairies, where 
the average haul probably is in the neighbourhood 
of 700 to 800 miles, with shipments to Eastern 
Canadian and U.S. markets moving over much 


greater distances. By contrast, fruit producing 
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districts in Eastern Canada enjoy volume consumption 
in large urban centres relatively close at hand. 

Shipments of B.C. Apples in commercial 
Quantities commenced in the early part of the century. 
Over much of our history, the cost of transportation 
to market has been a larger factor than the actual 
return to the producer, Since the Second World War - 
rising costs, of which a major one is freight, 
together with increasing competition from other 
producing areas has - unfortunately- established 
a trend of diminishing return to the British Columbia 
grower. In 1950 severe frosts took a heavy orchard 
toll, with almost half the trees being permanently 
damaged, necessitating replanting. 

British Columbia Apple production since 1913 


is illustrated in the following table; 


APPLES: 

Year 1913 - L465+472 

1917 - 1,502,921 -- 5 year average 960,202 Bushels 
( 

1918 °- ~ 1,343,450 
1922 it 3,186; 525 raed e 2,339,787 % 
1923 - 3,338,053 | 
1927/— * 3,239 7476"—- . 3,171,769 ps 
1928 - 4,370,819 
1932 - 5,175,435 -- a 4,024,474 : 
1933 - 4,820,308 
1937 - 5,849,971 -- ” 51723547 : 
1938 - 5,594,345 
1942.-. 55351,;940 -- 4 55 359,434 Lb 
1943 - 3,798,577 
1947 - 6,867,433 -- " 6,484,694 is 
1948 - 6,283,648 
1952 - 5,519,082 -- : 6,462,401 . 
1953 = 5 395,207 
1957 - 6,404,210 -- 5 year averare 5,329,087 Bushels 


1953 - 5,655,856 
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I might just comment, perhaps, in the interests 
of simplification in reducing the number of figures 
we have five year averages here, and the largest 
single group that we have ever marketed was in 
1946, which isn't actually shown here and which 
was almost 9 million boxes, and because of the 
frost damage in 1950 it had dropped back in 195], 

I believe, to about 34 million boxes, and it was 


a very, very severe loss at that particular time. 


Our Peach production since 1915 is illustrated in the 
following tuble: 


PEACHES: (Packages ebout 18 lbs. net.) 


Year 1915 - 158,323 Pkges. Year 1939 - 503,389 Pkges. 
1917 - 96, 250 " 1941 - 694,517 " 
1919 - LIE O07 1943 - 496,900 * 
19a) Ab Migs 7810s 1945 - 1,601,881 " 

A ait ite Ao MA 2947)-=) LiOsk ee) ® 
1925 - 34032 init 1949. - 2,003,732 " 
1927 - 102,121 : 1951 - 1,070,138 " 
$9290. R26, 246. 1953 -. 1,348,326 * 
y9o1vhne §=Lnigipe tan 1955 - 1,369,452 " 
1933 - 209,590 " 1957 - 1,361,512 " 
1935 - Uh Goh wl 1958 we Dy E75ig FOL cn 
77 hoon 


Here we have alternating years and the whole 
story isn't told. You will notice one very small 
figure in 1925, which indicates frost damage that 


year. There have been other years similar to that, 
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including 1950. We took the punishment on stone 
fruit in 1951 - this 1951 figure, perhaps, is the 
light year. It is 1950 that was the year of the 
substantial loss in the case of stone fruit, whereas 
it took a year longer for the apple frost damage 

to be felt. 

From a peak volume of about 14,000 carloads 
in 1946 - pu tenit shipments have dropped to 
between 8,000 and 9,000 carloads per year in the 
last four seasons. Our traffic, consisting as it 
does of high classification products, is - we 
consider - very lucrative to the railways. 

British Columbia fresh fruit constitutes the 
largest block of fresh fruit tonnage moved by rail 
to market in Canada today. Some 90% of this 
tonnage originates in the Okanagan Valley,- a 
narrow irrigated fertile area some 120 miles in 
length and about 5/10 miles in width, lying between 
the mountains in the heart of British Columbia just 
north of the International Boundary. 

Efficient, responsible, dependable transportat- 
ion service forms an acute and necessary part of the 
operations of our industry. We can never afford 
to sacrifice good service when dealing with 
perishable products for temporary savings. 
Nevertheless, we can be sure that lower freight 


rates being charged elsewhere in North America for 


aS Ee 


ohn 


muita teat deus daar aa 


of beqqoth oved adnomgida kust ae ye 

oti? ok weey Yeq absofass 000.8 bas 000.8 neewied — 
st ae gatvebunos olYieat 20 .aneases uo? desl 
ow - at vatouboug aotteotttaests Wath ‘20! eeob 
sinatien ety of evidewoul yrev - seblacios 

‘amt seduti¢eqes tiuw? Agevi atdmulod datvtad 

ihe vd SER SEPGEAS ORES aes? Io Xoold tasgusl 
aisit to. ROR smog uube? abanad at terxem of 


& -.yellsV osgsasxo edt ot aetentstze, eganaote: 


ot esiim OSL smog goxe siltdwlt betagigal wouwrsn 


ceowted antyl .wtbtw at seltm Of\e tueds bas ¢goel 


veut stdawtod saltivd to tusod ed? at attstvavom ed? 
wasbruod LIsenoldsnatetal add 20 dtzon 


-Istroqensed ef dsbasgeb seldbacogadd ctueror tin 


edt to tveq Yusaegoen Bas etuos a8 emto2 solvrea not 


beotle weve @80 6W .yuteubot auo to anottarego 


dtu gutted cody ectvaes boog eotitvoss 09, 


.egatves yustogme? wot etoubowq efdedsiueq 
adatewt ite sitll ees 26a, daa Latics! 


“aL wel ony 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 6646 


Webster Dir-exam. 
(Brazier ) 


similar products over like distances are regarded 
as compensatory by the carriers concerned. Growers 
in Washington State, for example, enjoy freight 
rates to markets in the U.S. midwest as low as 

60% of what we have to pay for hauls of similar 
distances to points on the Canadian prairies. 

We are confident, therefore that the stability 

and efficiency of the Canadian railways will not 
be undermined by reductions in rates for our products 
to levels more in line with those prevailing 
‘elsewhere. 

It is interesting to compare the official 
classification of fresh fruits and vegetables on 
both sides of the border. In the U.S.A. carload 
shipments of Apples and Pears move at a maximum 
carload rating of 324, as compared with Class 465 
in Canada. Stone fruits south of the line are 
carried at maximum carload rating of 55, as 
compared with Class 70 in Canada. 

Historically, our struggle for lower 
transportation cost has been a long and eventful 
one, the highlights of which can be reviewed briefly 
as follows: 

We felt, perhaps, that this short review 
would be of interest to the Commission because 
a number of very significant reductions have taken 


place over the years and from which we have benefited. 
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(A) REMOVAL OF THE MOUNTAIN DIFFERENTIAL: 
This discrimination against British 

Columbia was cut back and finally eliminated in a 
series of three steps. In 1912 British Columbia 
basic rates which previously had been set at 
double those prevailing elsewhere in Western 
Canada were reduced by 25%. At this point, however, 
they remained half as much again as those prevailing 
in Alberta, Saskatchewan and Manitoba. 

In 1924, a further reduction was authorized 
to the extent that British Columbia rates became 
25% more than those inAlberta, Saskatchewan and 
Manitoba, 

In 1949 the Mountain Differential was removed 
completely at last, and standard mileage Class Rates 
thereafter were set at the same levels as in the 
rest of Western Canada. 

Our industry played an important role in 
regard to the Mountain Differential issue. Prior to 
its removal, the Board of Transport Commissioners 
journeyed to Kelowna expressly for the purpose of 
hearing the views of Okanagan spokesmen, and it 
was widely recognized that the submission presented 
by Mr. H.B.Ewer - then Traffic Manager for B.C. 

Tree Fruits Ltd. - was of distinct value to the 
Board at that time. 


(B) EQUALIZATION: 


The equalized Class Rate scale which 


ee em = 


' goteH gaald egseltw besbusis bas ,.tesl te qLetelqmoo 


inceactibs aanenieresat os “st wt zm 
te tes need bai ylevolvetg « 

rtet sew at evetiweete ant itavesy | iuc 
wevewot .datog eldd ¢A RAS yo beawber’ onew sbsos0 aay 8 


gailtavesq saodt aa ategs doom ee Wed beatsmes: ede” a 
.sdotinsh bas nawedod ahese seduediA at _ A, 

bextrodtus asw aoltouber. ‘woctdrat BS sel To 
smsosd Bod ss siduvlod dat ba teddy toedxoe add od 
bow oawedotmiaee ,stisdiAgt esods asad 90m Res 
edodtash 


bevonss ew fatinevettid ntet¢auoM edd QOL nls 


Baeaeseeeas = — 


eid ct as elovel emas oft ts Joa etew aod tseseds | 
,ebanad austeeW to saes | 
ot slow Sastrtogal os hoysiq vreubat 10 ale: 


- 


ot tolet .ovealt (ettnosetTItG si stavem odd ot ‘beege% 


avenoleatmmod tuoqaas*? to buzod eit .Lsvomen edt 

Yo eaoquug od aot YLesenqxe sawoled ot beyenuwot, 

oh bas ,asmeedogs asgensxo to awely edd ‘gutesed | 
betnecsetq aoleeimdue edt tarid bestagoce® ylebiw asw 


0.4 0% nogens oltiss? mala v9Wi GH says 
 enxee enue Soatteth to aaw + bad Bdiueil ec ) 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 6648 


Webster Dir-exam. 
(Brazier ) 

was introduced in 1955 produced rates wenEH were 
lower in many cases than our previous Western 
Canadian Commodity Rates and thus benefited our 
industry. Our vigorous representations for a 
comparable reduction in Commodity Rates were 
successfully opposed by the railways, although a 
compromise formula was introduced in August 1955, 
which did give us some assistance especially in 
respect to stone fruit rates. 

Vegetable rate reduction was accomplished 
in the equalization judgment of the Board on 


Specific Commodity Rates in December 1958. 


(Cc) TRUCKING TO OROVILLE, WASHINGTON: 


A gap of approximately nine miles exists 
between the southern terminus of the C.P.R. 
Branch Line at Osoyoos, B.C. and Oroville, 
Washington -- a point served ne the Great Northern 
Railway. As part of our program to persuade the 
railways to grant us lower Commodity or 
Competitive Rates, we had found it beneficial to 
close this gap by truck. In this way, we were 
able to take advantage of lower U.S. Commodity 
Rates from Great Northern railhead at Oroville 


to centres in Saskatchewan and Manitoba. 
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(D) TRUCKING FROM BORDER POINTS TO DESTINATION 


International rates via Canadian lines 
from the Okanagan Valley to stations just south of the 
border in North Dakota and Minnesota have been 
somewhat -lower than those to intermediate stations 
in Canada. By shipping fruit to points like 
Portal, North Dakota, and Noyes, Minnesota, for 
unloading and hauling by truck northwards to centres 
like Estevan, Weyburn, Regina and Winnipeg - 
lower through transportation cost could be 
achieved. Once we proved to the railways that 
perishable products could be routed successfully 
in this manner, even under extreme weather conditions, 
reductions in Canadian rail rates were conceded. 

Such rates usually were arrived at by adding 
estimated trucking back-haul cost from the border 
to the rate from British Columbia to U.S. border 


point. 


(E) U.S. COMPETITION: 


_A number of concessions have been granted 
by the railways under the competitive influence 
of lower rail and/or truck costs from fruit 
producing areas south of the line such as Wenatchee 


and Yakima in Washington. 
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F TRUCK COMPETITION: _ 

Truck competition from the Okanagan Valley 
to Western Canadian centres has begun to make its 
mark, Reasonable rates have been established to 
Pacific Coast markets under hold-down pressure of 
truck operating costs over the Hope to Princeton 
Highway. Circuitous truck routings to prairie 
centres also have been opened up via International 
highways. These are beginning to make their mark 
too, as hold-downs on Canadian rail rates to 
centres in Alberta and Saskatchewan. As these 
highway routes become shorter with the opening 
of more direct commercial routes through the 
Selkirk and Rocky Mountains, it may be anticipated 
that lower competitive ceilings will be imposed on 


rates charged by the railways for our products 


in interprovincial movement. 
G RAILWAY ASSISTANCE: _ 


We would not wish to overlook cases where 
railway rate officials have been able to work out 
specific rate adjustments in the mutual interests 
of both carriers and shippers. In dealing with the 
specialized seasonal movement of perishable 
products such as our own, numerous problems arise 
from time to time peculiar to our industry. In 


recognizing such situations adjustments made by the 
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railways have been beneficial to our industry, and 
we are pleased to enjoy a generally satisfactory 
negotiating relationship with railway rate 
authorities particularly in reference to problems 
of this kind. 

It might be assumed, perhaps, after 
listening to this itemized record, that progressive 
reductions in rates for British Columbia fresh 
fruits have been achieved since the early part of 
the century. This, however, would be quite an 
inaccurate conclusion. The following table 
speaks for itself. It records the climbing cost 
of placing Apples and Peaches in Western Canadian 
cities in carload quantities during the years 
named ; 

Q. Would you like to comment on the table, 
Mr. Webster? 

MR. WEBSTER: Yes, I think it might be 
interesting just to remark that these changes are 
not all progressively increases. First of all, 
the reasons we chose these three points were, first, 
that they are each large markets and, secondly, 
that we happened to have the old historical rates 
to complete the table. There are other substantial 
markets on the prairies where the situation is not 
parallel. These reductions are partly as a result 


of the mountain differential and partly the 
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* equalization of class rates and partly the other 
3 factors that have been mentioned, such as border 
4 combinations and competitive features. 
_ 
6 
2 
APPLES PEACHES 
3 YEAR Per 100 lbs. Per 100 lbs. 
CALGARY : 1915 58 85 
Pose aie 1.065 
922 sok 1.04 
10 1948 86 1.26 
1949 ott 1.13 
11 1950 085 1.26 
1951 95 je A 
12 1952 99 1.47 
1953 1.16 a he A 
1955 92 1.45 
is 1956 .98 1,55 
1957 1.02 1.61 
14 1958 1.02 1.61 
1959 1.02 1.50 
5 | 
REGINA: 1915 ID 1.00 
16 1918 G4 1.25 
1922 ly L3 1.50 
7 1948 BOA 5 1.82 
1949 1.36 2.00 
1950 To51 Dice 
18 1951 1.69 249 
1952 1.77 2.60 
19 1953 1.87 rds 18 
1955 | Ae (5) 2.11 
20 1956 1.85 2.17 
1957 1.92 2.34 
a1 1958 1.92 2.26 
1959 1.91 Re Ag 
22 WINNIPEG: 1915 ene 1.00 
1918 94 Lees 
23 1922 1.13 1.50 
1948 1.37 ms2 
24 | 1949 1.61 2.42 
1950 1.79 Pal f 
95 1951 2.00 2e5k 
1952 4 RS of 2.66 
om 1953 1.87 9 
1955 1.80 2.00 
1956 1.86 2.06 
27 1957 1.82 2.19 
1958 187 2.24 
28 1959 1.91 2.30 
29 
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The reason:; for these increases is readily 
apparent when it is understood that Commodity Rates 
for British Columbia fruit for the most part have 
taken the impact of all horizontal increases 
authorized by the Board of Transport Commissioners 
over the years. The primary producer out here in 
British Columbia has received no special concessions 
in the form of exemptions or hold-downs in the 
application of these horizontal increases to his 
products, with the exception of certain competitive 
factors. 

Elsewhere in Canada, agriculture has been 
afforded tremendous assistance, Maritime producers, 
for example, enjoy the benefits of the Maritime 
Freight Rates Act which provides a 20% subsidy 
paid by the Federal Government - increased in 1957 
to 30% in respect to torinages moving into Central 
Canada, Ontario and Quebec shippers of fresh 
fruits and vegetables enjoy ecmpawdtetely low 
transportation cost both on account of their 
proximity to large consuming centres and the 
ready availability of trucking services which move 
the overwhelming proportion of their tonnage - 
estimated to be over 90% - of these commodities 
to nearby markets. 

The assistance rendered to prairie farmers 


by the perpetuation and extension of Crows Nest 
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Pass rates at their historical levels does not 
require comment here, except that undoubtedly 
the railways have been forced thereby to seek 
additional revenue on captive traffic. Federal 
subsidy also has been paid on feed grain movement 
from the prairie provinces both east and west. 

British Columbia alone ships its agricultural 
products eastward in long haul without statutory 
assistance. In fact, B.C. fruit shippers have: 
been penalized, first - by the Mountain Differential, 
and, secondly - to the extent that their captive 
tonnages have been exposed to the full brunt of 
increases compounded on increases imposed for no 
other reason than that similar increases were 
not applied to large segments of traffic 
elsewhere in the country. 

Recognizing the validity of the British 
Columbia primary fruit producer's case, we 
Ss maleiont problem to the Board of Transport 
Commissioners on several occasions at increase 
hearings before the Board, and were supported in 
our endeavours by B.C. freight rate counsel. 
On no occasion were our efforts productive of 
relief, although it is noteworthy that in June,1956 
recognition was received from the then Chairman 
of the Board + The Hon.Justice John.D.Kearney - 
by way of reference to our special ‘set of 


circumstances, After voicing the opinion that 
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any new increase would "not be susceptible of being 
applied on a horizontal basis to all traffic", the 
Chief Commissioner on Pages 3114 and 3115 of the 
Official Transcript of the Ottawa Hearing on June 
llth, 1956, cited the position of B.C. fruit growers 
as an "extreme example" which might call for 
special consideration on the part of the railways. 
The railways failed, however, to take sympathetic 
action. 

The 17% general increase awarded to the 
railways on the first of December, 1958 was applied 
in its entirety to many of our fruit rates in 
Western Canada, Other rates were increased by 
something less than 172. 

The Federal subsidy which became effective 
on August lst, 1959, resulted in a reduction of our 
rates designated as non-competitive by about 7% 
in the case of fresh fruits and vegetables in 
Western Canadian movement. 

It must be recognized that the fruit grower- 
as with most producers of highly perishable 
products - is "residual claimant” to the net 
proceeds of sale after payment has been made for 
intermediate services ranging through packing 
charges, transportation cost and wholesale and 
retail margins to final point of sale to the 


consumer. In recent years, due to a variety of 
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factors including complete or partial loss of 
markets both within North America and off-shore, 
and severe orchard damage from frost -- B.C. fruit 
growers have been subjected to shrinkage in 
returns during a period when the cost of living 
index in Canada has registered an almost steady 
climb. 

At the back of the brief there are two 
Exhibits which report over a twelve year period. 
First of all, Exhibit "A", the gross return, that 
is, the actual gross sum paid to the grower by 
the packing houses, first of all, for apples, 
and a solid line for each year, and, secondly, 
the additional returns from stone fruit, and then, 
for comparison purposes, the size of the apple crop 
each year. 

Exhibit "B" compares the gross return to 
the growers broken again between apples and all 
commodities with a line representing the cost-of - 
living index. You will notice how the returns have 
dropped or, at best, maintained themselves. They 
haven't increased barely at all. In 1952 and 1953 
there was an increase, but over the whole there was 


a definite trend downward. 


---EXHIBIT NO, 116 A and B Exhibits A and B 
to Brief of 
B.C.Tree Fruits 
Limited. 
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Our growers have striven to neutralize these 
pressures by adopting technical advances in 
horticultural practices as they have appeared. 

They have taken full advantage of labour saving 
devices and improvements in handling techniques 

in their packinghouses. Through a highly 
organized system of centralized marketing they have 
aggressively exploited sales opportunities not only 
in Canada but in the U.S.A. and throughout the 
world -- at the same time protecting themselves 
from undermining influences to their market 
position both from within the industry and without. 

The lower grades and less popular varieties 
of our crops have been diverted to processing outlets, 
created by the growers themselves, for conversion 
into a number of canned and processed items, including 
Apple Juice formulae and other fruit juices not 
manufactured in Canada before. This operation must b 
looked upon basically as that of only salvage to 
growers, but it has been a source of valuable 
lucrative traffic to the railways. These products 
have moved to market at normal canned goods freight 
rates. 

Much has been accomplished in the form of 
self-help as outlined in these short paragraphs. 

In 1956 a Royal Commission was appointed by 


the Province of British Columbia to enquire into the 
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problems of jel ceca alc and Commissioner E.D. 
MacPhee, M.M/,B. 84. , C.A., L1.D. -- issued his 810 
page repor? in October of 1958 -- a very 
comprehensive document. A few brief quotations from 
this report are enlightening -- as opinions of a 
thoroughly qualified independent investigator: 

"PAGE 1063 It is apparent that since 1951 
the tree fruit growers, on the average, 
have not been meeting living expenses 
from their farm operations. " 

"PAGE 489: B.C. Tree Fruits cannot afford 
an increase of the type proposed by the 
railroads ... In view of the competitive 
situation described in an earlier 
chapter, it is likely this increase 
would be deducted from the present 
income of the op This would go 

far to destroying the industry. The 

Commissioner strongly urges the industry 

and the Provincial Government to make 

most vigorous representations for the 

Ahewenes: of this industry from further 

rate increases on British Columbia 

tree fruits to points east of the 

growing areas of Penticton and Kelowna." 

"PAGE 781: .... there should be a revision 
of the basis of classification under 


which Tree Fruits are carried by rail." 
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"PAGE 796: orchardists for a period of 
seven years have been in receipt of 
incomes much below the standard even 
of Canadian agriculture, let alone the 
incomes of other industrial groups 
of the province ... The ‘average ' 
grower in the Okanagan and Creston 
Valleys is not beginning to earn a 

" livelihood off his orchard." 

A thorough perusal of Dean MacPhee's report 
reveals the complexity of our problems, as well as 
the Commissioner's awareness that the factor of 
transportation cost is of great significance to 
the British Columbia fruit grower in its influence on 
his net return. 

We would submit that the tree fruit producing 
industry in British Columbia has carried more than 
its fair share of Canadian transportation cost over 
its 55/60 year history, and continues to do so. 

As eases producers and long haul shippers, the 
pyramiding formula of horizontal increases 
compopnded on increases places an unfair and 
discriminatory burden on our industry. Our traffic 
is already beyond its capacity to pay. 

We are looking anxiously ahead for shortened 
highway routings eastward through the Rocky Mountains 


to come to our assistance, but it is now only 
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conjecture as to what evolutionary benefits may 
appear from this source and how long they may take 
to arrive. 

Our problem in reference to retaining our 
distribution in Eastern Canadian markets merits specia 
attention. Our Apple sales have bewn declining 
during the last ten or twelve years, as illustrated 


in the following table: 


to destinations beyond. 


MARITIMES 

YEAR ONTARIO QUEBEC Incl .NFLD. TOTA 
1946-47 7717 4439 910,936 284,504 1,972,879 
1947-48 634,566 1,172,957 251 3667 2,059,190 
1948-49 484,113 943,543 193,035 1,620,691 
1949-50 319,105 481, 569 217,985 1,018,659 
1950-51 412,878 102,767 201,894 1,317,539 
1951-52 141,948 156,731 152,409 451,088 
1952-53 305,033 647,938 192,808 1,145,779 
1953-54 306 , 706 400,775 258,429 965,910 
1954-55 156,267 220,644 142, 321 518,632 
1955-56 107,149 180,184 115,371 402,704, 
1956-57 45507 50,648 95,597 191,752 
1957-58 183,838 173,753 143,723 501,314 


In the United States transcontinental rates 
on Western fruit are the same to Vanceboro, Maine, 
as to Albany, New York and Boston -- whereas Canadian 
transcontinental rates although reaching as far as 
Montreal and Quebec City at competitive U.S. levels, 


are subjected to arbitraries over the Montreal rate 


The rate from Kelowna to 
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to Vanceboro, Maine, is $2.26 per cwt.-- the same as 
to Montreal -- while Moncton and Saint John pay 
$2.51, Charlottetown and Halifax $2.56, and St.John's 
Newfoundland, $3.38 per cwt. Although the rate 

to Montreal and Vanceboro is maintained at the U.S. 

. beyond 
competitive level, the arbitraries applied/to 
points in the Maritime cca viata Newfoundland 
have been increased under the canadian horizontal 
plan. 

Similar increases have been applied to the 
cost of providing protective service, so that today a 
carload of Apples from British Columbia to Halifax 
pays $142.70 in heating charges alone -- regardless 
of whether or not heaters are lit enroute. Similar 
service to Newfoundland costs $154.55 per car -- 
whether or not heaters are lit. By comparison, 4 
carload of Apples from Oroville, Washington, to 
Maine pays $52.69, and optional service is available 
here in such a way that this charge is assessed 

only if heaters are lit from point of origin. 

In our opinion, domestic rail rates and 
protective service charges to the Maritime 
Provinces and Newfoundland have become quite 
unreasonable. The railways so far have been strongly 
resisting our representations for reductions which 
would place us approximately on the same rate basis 


to these markets as existed before December 1st,1958. 
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It would be of even greater assistance if our 

carlot rates to the Maritime Provinces were equalized 
with the rate to Vanceboro. In the meantime, our 
access to these shane id ctibekete has been reduced 

to little more than a fingernail hold and we are 
urgently in need of rate reduction in this area. 

In coneluding this portion of our submission, 
we can do no better than to quote the words of our 
General Manager, Mr. R.P.Walrod, in his Brief 
presented to the Board of Transport Commissioners 
in Kelowna, B.C. on March 7th, 1958 - on the Specific 
Commodity Rate issue, when he summed up the 
position of our fruit growers as follows: 

"Rew Canadian industries, in our opinion, 

have a more worthy or legitimate claim for 

assistance from the Federal Government | 

to reduce seinepontation costs than the 


British Columbia fruit industry." 


PART TWO: 


We would respectfully submit the following 
recommendations for the consieration of the 
Commission: 


(A) EQUALIZATION: 


The broad general principle of 
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equalization should be re-affirmed as a sound basic 
framework on which to doe beade fair and reasonable 
transportation charges throughout Canada. The 
equalization of Class Rates was an outstanding 
achievement, although the equalization principle 
is more difficult to apply to Commodity Rates due 
to special problems which attach themselves to 
specific blocks of traffic, including marketing 
and transportation competitive factors. 

As long as Eastern Commodity Rates continue 
to carry the influence of older lower levels, the 
principle of equalization has an under-writing value 
to the West which must not be lightly abandoned. 
Although some shippers may fail to appreciate the 
value of equalization now due to their enjoyment 
of competitive advantages, under changing conditions 
the value of the equalization yardstick may become more 
readily discernible to them. 

(B) CROWS NEST RATES: 

If the Crows Nest Rates are to be perpetuated, 
any loss to the railways must be protected by 
Federal Subsidy. The inequalities suffered by other 
shippers due to the maintenance of Crows Nest rates 
in the past without supporting subsidy must be 
adjusted from new subsidies received by the 
railways. 


(C) LONG HAUL TRAFFIC AND BASIC (OR PRIMARY) 


COMMODITIES: 
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We concur in the opinion expressed 
by the Turgeon Commission that special attention 
must be given to long haul traffic and rates on 
pasic (or primary) commodities. In adjusting the 
inequalities referred to in the previous 
paragraph, this will be necessary, particularly in 
reference to primary commodities other than grain 
and grain products. 

(D) OTHER STATUTORY RATES: _ 
(1) Maritime Freight Rates Act. 

We do not oppose the continuation of 
this assistance to shippers in the Eastern Maritime 
Provinces. It presumably is necessary. It is 
as well to remember, however, that British Columbia- 
too- is a Maritime Province. The long haul and 
economic desert factors which support the granting 
of the Maritime Freight Rates Subsidy are present 
in the case of British Columbia to an even greater 
degree- because of our further remoteness from 
Central Canada. 

(ii) Bridge Subsidy 

It has been our considered opinion 
since its inception that the thinking behind this 
subsidy as set down in the Turgeon Commission Report 
was sound to the extent that the need exists for 
some form of special freight rate assistance to 


knit the far-flung sections of Canada together 
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as closely as possible. In: our view, the Bridge 


Subsidy as a remedy was poorly conceived. In any 
event, it is now indefensible in its present form. 
A more reasonable solution would be the introduction 
of a subsidy to reduce long haul rates ANYWHERE 
in Canada. The Ontario Bridge Subsidy concept 
completely overlooked the problem of Canada's 
long ribbon-like development stretching from Halifax 
to Vancouver which was described in the Turgeon 
. Report, and instead created another inequity which has 
— in conflict with the equalization principle. 
We conveyed wiedd views to the Minister of Transport 
in writing more than four years ago. We recommended 
at that time that subsidization of long haul traffic 
in Canada should be applied to ALL such traffic 
regardless of its pantie tt or destination. We would so 
recommend today. There continues to be need for 
long haul subsidy especially for basic or primary 
commodities. 

In referring to areas which might be 
properly described as "bridges" or "economic deserts", 
there is irony in the situation that British 
Columbia was penalized for approximately 50 years 
with high Mountain Differential rates because 
of a so-called "bridge". The Turgeon Commission, 
however, found an imaginary "bridge" in Northern 
Ontario, and decided that shippers in that area 


should be subsidized. 
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(111) 7 % Subsidy on Non-Competitive Traffic 


This emergency assistance, offered to 
shippers who had been saddled in December, 1958 with 
a 17% horizontal increase, is due to expire - 
as we understand it - on July 3lst, 1960. There 
will continue to be a need for assistance of this 
type after July 3lst, until relief can be afforded 
to such traffic in another way. 

(E) HORIZONTAL INCREASES: _ 

General increases of this type as we have 
known them in the past have already passed the 
point of impracticability. Any new rate increases 
ean only be permitted on a selective basis where 
there is capacity to pay. 

(F) POOLING OR CO-ORDINATING OF SERVICES: 

In the face of conflicting pressures from 
continuing competitive rate reductions on the one 
hand and horizontal increases on captive traffic 
on the other, new attention has been focussed on the 
cost of providing railway freight service. The 
question is being asked as to what the railways’ 
actual expenses are in connection with a particular 
movement suich as our own. Is everything possible 
being done to keep these costs to a minimum? Where 
examples are found of unnecessarily expensive 
duplication of services, the suggestion is being 
heard that these be pooled or co-ordinated. In the 


Okanagan Valley, for example, two railways operate 


2g i? 
a) ee ¥ he 


We r 
ee as 
¥ ae pits Ay fe Lee 


ai epee, 


. IR ares | 

| eal es sonatetens eobaincnndle oo-eentsmsenttan mg, 

a bebi'seNs od ano teller Lidau .dal€ ylvb vette eqyt | ; tae 
| tl adeaaeea aietlimiatind | ul 
| | 

| 


jit 

Ere. q 
ent besasq Yds ie 
Pie el 


noesston. eden wea Yoh .XLtdsotiosuqmt Yo ¢atog 
| eteely elesd evitsefea's 0 beddinieqg od xine neo 
-¥8q ot Ytiosgaeo al etedd 


= 


wort eomyasesq gottolltacoe to-e9at edd al, o/h" 

eno ett mo anettoubes eda oevittiieqmes gatuatinos 
otiies evidqso ne esesetodt Lednoxtsod bas baad 

edt no beasuect ased ase doltinetts wen ,sedto edt so 


edt .sotvaes dyer? yewlles gatbivesq to taoo 


i 


‘eyswites ed? tedw ot as dedes gated at solteoup 
nalvoliesq sodétiw aettesnace nt ese  e2eaneqxe Lsutos 


a a: 


eldtaseq satddywewe el. «wer two a8 fi9ue Insmevon 
stew Smuminta 6 oF ateoo eset qeed ot eaob gated 
| eviacoqxe Uimsseevensy Io bavot os seiqmaxe :¢ 
galed at nolseogyus omy <senkenes Yonotesohiquy | 
eit ak -bes@ntbaa~99 19 belooq ed eaedd:itedd bused | 
edayeqo eysul ten ows abe Tac 95 gsnsiO 


A. MY ye) 


errr eer ee hE SR A eo eR A lt mene 
a = 
is 5 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO 6067 
Webster Dir-exam. 
(Brazier ) 
duplicate praneh line services over the same 
stretch of track from Armstrong to Kelowna, and five 
tugs are operated by two railways on the Okanagon 
Lake where a consolidated service could probably 

serve equally well with two or three modern vessels. 

(G) COST OF SERVICE PRINCIPLE: | 

It is recognized that there are practical 
difficulties in arriving at what can be readily 
regarded by all interested parties as the true 
cost of providing a pamededior transportation 
service, in the light of the many variables and 
averaging procedures which must be employed. A 
comparison between revenues earned and a reasonable 
approximation of the cost of providing service in 
a given instance may be regarded as a useful 
eriterion in determining the practicability of 
looking to such traffic for additional returns. 

MR. BRAZIER: Is there anything you wish 
to add to that, Mr. Webster? Any further comments 
you wish to make at this time? 

MR, WEBSTER: No. 

MR, BRAZIER: All right. Will you answer 
my friends, please? 
CROSS-EXAMINATION BY MR. CUMMING: 

Q. Mr, Webster, in paragraph 14, on the 
second page of your submission, you point out that 
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part of your crops must be exported to markets 

outside the borders of British Columbia. 

I wonder if you have or could obtain for the 
assistance of the Commission any figurés which 
would show the inten te. of the tree fruit production 
which you exported to off-shore or overseas markets 
as compared to domestic Canadian markets? 

A. I would be very glad to supply some 
figures at a later date. I could give you some 
round figures, sir, if that would be of assistance. 

Q. I think, if J may he the suggestion, 
that perhaps you could have them filed and forwarded 
to us covering, say, a five year period. Perhaps 
you can tell us, now, where they show a decline in, 
say, the last five years in overseas markets for 
B.C. Tree fruits or where they show an increase? 

A. There isn't too much change. In the 
last five years, you are thinking? 

Q. Yes. 

A, We have had shorter crops -- excuse me. 

Now, I'm afraid what we have here is export 
including U.S.A. 

Q. Well, perhaps when it is convenient 
for you, at another time, you can let the Commission 
have the benefit of such figures as you will prepare. 

Further on in the same paragraph, Mr. Webster, 


you refer to fruit producing districts in Eastern 
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Canada which enjoy volume consumption in large urban 
centres relatively close at hand. To what fruit 
producing district in the east are you referring 
there? 

A, Ontario and Quebec, and, to a lesser 
extent, Nova Scotia. 

Q. That would even apply in the maritimes, 
would it, where you say there are large een: 
centres close to production? 

A. I think that is correct. 

Q. Now, in the next paragraph.you are 
still dealing with the subject of increasing 
competition from other producing areas. Would you 
tell the Commission where the principal producing 
areas are that are in competition with the Okanagan 
tree fruit industry? 

A. Closest at hand in the International 
boundary, in Washington State, centering around 
Wenatchee and Yakima, Oregon Hood River area, 
and Medford, in connection with pear production; 
to a lesser extent, in California. As far as 
apples are concerned, in Eastern Canada and in 
the States -- first of: all in Canada, Ontario, Quebec 
and Nova Scotia. South of the line, Wisconsin, 
Michigan, Virginia, New England States, and other 
areas to a lesser extent. 

os Fairly generally spread, then, over 
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A. That is right. 
Q. Looking for a moment at the production 


figures that are set out in paragraph 6, I note 
the 1952 apple production of the area of 53 million, 
which was up from a figure of 35 million, I think 
you gave us for the year 1951. Has the industry 
recovered from the frost damage that it sustained 
in that serious year of 1950? 
A. To some extent, sir. This present 
year happens to be a short year. There frequently ar 
inconsistencies because of growing conditions 
in a given year, but, by and large, perhaps it can 
be said as a generalization that our crop is back to 
in the neighbourhood of 53 million boxés per year, 
on the average. 
Q. And that is not reflecting, now, much 
in the way of the consequences of the frost damage? 
A. Yes, it is reflecting quite severely, 
because the crop was increasing consistently there 
in the pre-frost period. During the war and just 
after the war, there was a steady increase, and 
it is quite reasonable to assume that our crop 
today would be something like 10 or 11 million 
boxes had it not been for the frost damage. 
Q. Had it not been for the frost damage? 
A That's right. 


Q. In paragraph 8, on the next page, sir, 
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you give some figures about the volume of shipments 
from a peak vo]lume of about 14 thousand carloads 

in 1946, "shipments have dropped to between 8 thousan 
and 9 thousand carloads per year in the last four 
seasons. " 

A movement of the order of 8 thousand to 
9 thousand cars -- does that reflect a substantial 
diversion to truck movement from the rails? 

A. No, because this figure gives truck 
movements. These two figures, both in 1946, 
and in recent years both include truck movement. 

Q. So any of the truck movement has been 
converted to your carload equivalent? 

A. Right. 

Q. You refer in the next paragraph to 
the substantial lower rates enjoyed by your 
competing growers in Washington State. 

Can you tell the Commission how it is that 
they have been successful in getting rates as 
favourable as they apparently enjoy from the 
American carriers? 

A. I think so, to some extent, at any 
rate. 

First of all, before anything else comes on 
the scene, you have your difference in classification, 
in that the U.S. classification is substantially 
lower for fresh fruit; that is to say, apples, 


pears and stoned fruits, as mentioned in the Brief, 
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than here. 

Secondly, there has been for one reason or 
another, a greater tendency on the part of American 
lines to publish what we might describe as 
specific commodity rates for such products, and 
particularly the fact in more recent years of the 
faster growth of truck competition south of the line 


than up here. 


Q. The benefits of which you have yet to 
en joy? 

A. Just beginning to have that advantage. 

Q. At the top of page five you mention, 


under the heading of Equalization, representations 
made by your organization for a reduction in 
commodity rates which was opposed by the railways 
and then subsequently some compromise formula 

was introduced in August of 1955. 

Would you tell the Commission how that 
compromise came about, and just what it is? 

A. Yes. Perhaps the railways can bear 
me out on this. We entered into a fairly lengthy 
negotiation with the railways which commenced in 
the early part of 1955, before the equalized 
cost rates were actually published. It is 
difficult to simplify that in a few words. We 
had numerous discussions, and we felt that we were 


being constructive, in that we submitted a definite 


enil edt Yo ddvoe solditeqnoo dount 10 déwoxg aedest 
ered. qu: madé 
ot toy eved voy noldw to adt'tened ed? =p 
,egsvaavbs tad? eved ot gnioaiged taut — gpl beta 
imottnem voy evit sgsq to got edt JA = .D 


ayswils: efit yd beaeqqo easw dofdw aetes ydibommoo 
slumtol saimoxguos smca yleneupesdue ned? bas 
.G@Qf Yo tewguA at dbeoubowtat esw 

 tedt wod sobeetomoed eit Les uoy Sluow | 


teed aso ayswilss ed? aqgetived sex. « oda ae 


at beonemmes «ciobcdw ayewites edt dtiw nottattozea 


4 
| 
) 
Z 
9 
| 
| 
| 


besiisupe edt etoted ceel Io dusq yluse edt 
at 31  bedetiduq. ee . 


anoitsiasserqes noldsutieuph Yo gatbsed ed? tebay 


at aottovber s Yo ftoljssiansate svoy yd ebam 


fat dt dedw den, pas .tuods emao seltmorgquios | 


viitaoel ylats2 6 odat bewedae ew yet noo tuesem 


st 10 sane Sanoen non 2968 ed ebmatuat dag ‘a 


¥ 
2 2B | g 


PRAaGWeee se 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 6673 


‘Webster Cr .-@x. 
(Cumming) 


plan to them which, to us, seemed to be both fair 
and reasonable am entirely practical. But it was 
rejected. This compromise formula which emerged 
in August of 1955 left the fringes -- the northerly 
and easterly fringes of our shipping area exposed 
to class rates, so that the new commodity rates 
were, well, applicable only in the areas -- oh, 
largely, Kelowna and south in the Okanagan Valley 
itself, to some extent, because of the groupings. 
There were points north of Kelowna that were 
included. Perhaps I might explain something else? 

Q. You go right on. 

A. It is of interest because of the 
organization of our industry, over one selling desk, 
and because of our representations to the railways, 
they have published commodity rates for us over the 
years on a blanketed basis so that, regardless 
of the point of origin, whether it is the: Osoyoos 


{ 
or whether it is Kelowna, or whether it is some. 


other point north of Kelowna, the rate is the same, 
you see. But that situation was upset Beas or 
the extremity of the blanket area being exposed 
to class rates. 

Q Can you give us some idea of {exactly 
what proportion of the growers or what peadhor talon 
of the production, perhaps, is subjeeted tg the 


class rates, and how much of it enjoys the more 


beneficial rates resulting from your compromise 
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arrangement? 
A. You understand that the difference 


between the class rate and the commodity rate which 
might apply, or from a point such as Kelowna, could 
be very, very small because of the shorter mileage 
in a case like that, as compared with a point like 
Osoyoos. Would you mind just repeating your 
question? 

Q. I was just wondering if you could give 
us some idea of what proportion of the growers or 
of the movement out of the area enjoys the benefit 
of this compromise? 

A, It is a very difficult thing to 
estimate. It is something we have never attempted 
to do, and I would venture a guess, if I might be 
of assistance,-- oh, I should think about twenty 


percent, perhaps. 


Q. It is as low as that? 

A, Yes -- between 20 and 25 percent, 
perhaps. 

Q. You touched a moment ago on this 


question of truck competition and an increasing 
amount of it, and you deal with it in a little 
more detail in paragraph F, on page 6. 

Can you give the Commission some idea, once 
again I may be inviting you to give us just an 
estimate, of the Eaeeiee of the production of 


the area just moving by truck, as compared to 
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rail movement? 

A. To Canadian markets or to all markets? 

Q. Perhaps you could take Canadian markets, 
to begin with. 

A. To Canadian markets. Well, the 
heaviest movement by trucks/to domestic markets is 
over the Hope to Preston highway to Vancouver. 

Overall percentage -- I can tell you this, 
with some LCDS LEY that the percentage to all 
markets by truck today is between 20 and 25 percent. 

Q. That covers the whole market? 

A, Yes. There is quite a substantial 
California movement, in that now what the Canadian 
would be -- if yOu, take out the export traffic, 
there is quite an duvoit movement from Vancouver 
to New Westminster by trucks. 

Q. What would be the length of haul on 
the California movement? 

A. About fifteen hundred miles. 

Q. Coming along to this question of 
horizontal inereases, you set out a table on 
page 7 and in paragraph 24, in the context, you 
said: | 

"> .when it is understood that Commodity 

rates for British Columbia fruit for the 

most part have taken the impact of all 

horizontal increases authorized by the 


Board of Transport Commissioners over the 
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year." 
Those tables, I am instructed, Mr. Webster, 


would not indicate that the fruit industry has 


borne the full impact of authorized horizontal 


increases? 
A. That is correct. 
Q. And you indicated there were other 


areas where the percentage might be at variance 
with the increases that are shown here? 

A. Yes. 

Q. And which have borne a greater 
proportion of those horizontal increases. 

You speak on page 8 of the Maritimes 
producers. 

Can you tell the Commission where the area 
of competition lies for Okanagan produce as 
against the produce of the Annapolis Valley, 
for which markets are you competing with the 


maritimes growers? 


A. Domestically, you are thinking? 

Q. I beg your pardon? 

A. You are thinking domestically, not 
export? 

Q. Well, we will take it domestically. 

A. Yes. Well, I would think that 


generally speaking, that you could describe that 
as eastern Canada as a whole. In other words, 


Ontario, Quebec, Maritime Provinces and Newfoundland. 
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Webster Cr.-eX. 
(Cumming ) 

Q. Are you in competition with the 
Maritime producers in the prairie market? 

A. Not very much. Just a little perhaps, 
into Manitoba -- more with Ontario and Quebec than 
we are with Nova Scotia. 

Q. You say, in paragraph 27, sir, that: 

"British Columbia alone ships its agricultural 

products eastward in long haul without 

statutory assistance." 

Do I understand from that that none of 
the B.C. Tree fruit moving from central Canada 


to Maritimes qualifies with a subsidy? 


A. No. 
Q. It is moving on ineligible rates? 
A. Yes, on U.S.-influenced rates. 


The U.S. competitive rates. 

Q. Ardin paragraph 33, you are speaking 
of the marketing of the lower grades, and your 
products such as apple and other juices. Are 
they enjoying the wide Canadian market? 

A. Not the same wide market, no. 

No, a more restricted market, which may be described 
perhaps generally as Western Canada. 

Q. You point out that they are moving to 
market at normal canned goods freight rates. Are 


there any agreed charges applicable to them? 


A, Not in the case of all movements, no. 
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Webster Cr.,.-exX. 


(Cumming ) 
Q. No agreed charges at all? 
A. No. 
an I wonder if you could explain some 


of the language that is quoted from Professor 
MacPhee's report on the industry. I am speaking 
particularly of the extracts on page 489, where 
he says: 

"RB C.Tree Fruits cannot afford an increase 

of the type proposed by the radlroads...." 

What type of increase was being 

expressed there, so that we can get this in 
context? 

A. This report was written just at the 


time that this 17% increase was being discussed. 


Q. And it was that increase? 

A. That is correct, yes. 

Q. And when he said "type" in the 
context, -- and I haven't had a chance to look 
at the report -- was it with reference to the 


type of increase as a horizontal increase, or 
was it with regard to the amount of the increase 
which was proposed? 
A. Oh, I would consider it would be 
“mainly the amount. 
Q. I see. You set out another table 
of figures,Mr. Webster, at the top of page 12 of 


your submission, and it can be seen from this that 
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Webster Cr.-eX. 
(Cumming ) 
there has been a substantial decline in the market 
in Ontario and Quebec between the years 1946-1947, 
and the years 1957-1958. And, although there is 
a decline in your market in the Maritimes area, 
it is a far lesser rate of decline. 

Can you tell the Commission how it is that 
you have been able to hold that more remote market 
relatively as well, or so much better than you 
have done in the central Canadian market? 

A, I would consider that the main reason 
there is _, a specialized and more restrictive 
interest. haS: been shown by the Maritime market 
in British Columbia fruit. It is more seasonal. 
Generally speaking, later varieties; after the 
Nova Scotia apples have been jaeoway consumed ,; 
there is an opportunity for us to get in late each 
season. | 

Q. It is a seasonal advantage that you 
get primarily? 

A. That is right. 

Q: You speak in paragraph 42 of the 
response of the railways to your representations 
for reductions, which would place you approximately 
ei the same rate basis as existed before December 
1, 1958. Gan you tell the Commission what 
reasons are advanced by the railways in opposition 


to you? 
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Webster Cr.-ex. 
(Cumming ) 
A. I would think that perhaps they might 


be able to answer that question - the answer has 
been no. I remember there was one reason given 
in a discussion a few months ago, that I believe 
that no exceptions had been made in the table of 
arbitraries in this particular transcontinental 
C.F.A. tariff, and they were very, very loathe 
to begin to make any exceptions. 

Q. In paragraph 47 on page 14, you make 
some suggestions with oa ae to the Crows Nest 
Rates. Has your Association any recommendations 
to this Commission as to how any subsidy, if any 
subsidy is to be paid, should be handled; as 4 
subsidy paid to the railways or the farmers, 
or do you have any views on that matter? 

A. They would be personal views, sir. 
We haven't discussed this as an industry at all, 
but my personal views, if they are of any value, 
iin ia be that the subsidy should be paid to the 
railways in such a way that both railways can get 
reasonable assistance and not one at the expense of 
the other. 

Q% Now, going on to paragraph 54, do 
a take it from what you say there that it is your 
submission that there should be a subsidy for the 
British Columbia Tree Fruits along the lines of the 


Maritimes Freight Rates Act; is that a proper 
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Webster Cr.-ex, 
(Cumming ) 
inference? 
A. Iam sorry, sir, I don't quite get 
that inference. 
Q. Are you suggesting in paragraph 49 


that British Columbia should enjoy a subsidy along 
the pattern of that provided for in the Maritimes 
Freight Rate Act? 

A. No sir. 

Q. You shy away from that suggestion, 
or are you against it? 

A. I wouldn't say - we would be very 
happy to receive a subsidy of that proportion, 
but I don't know that - we are thinking on the 
basis of equalization, perhaps; the whole country 
rather than just British Columbia with the Maritimes. 
I don't think our request would go that far. 

Q. Dealing with the question of the bridge 
Subsidy itself, have you found that the effect of the 

bridge subsidy is to have an impact on your competitive 

position in the prairie markets; have you been 
hurt that way? 

A. Speaking in the past tense, yes; 
at the present, no. 

Q. At the present time ---- 

A. - At the present time, no.: In 1955 
particularly we were severely hurt by that situation 
because there was a seasonal increase in the bridge 


subsidy just at the time when the apple crop 
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Webster Cr ,-exX. 
(Cumming) 


was moving to market, and me lost quite a bit to 
Manitoba distribution on that account. 
Q. You recommended on page 15, 
" that subsidization of long haul traffic 
in Canada should be applied to all such 
traffic regardless of its origin or 
destination." 

Would that recommendation extend to 
the provision of subsidies for long haul traffic 
moving on agreed charges and competitive rates as 
well as the eligible traffic and the subsidies in 
the Btidge subsidy? | 

ee Our thinking hasn't been as specific 
as that; we did note that there is a lack of 
uniformity in the type of assistance rendered in 
the various statutory subsidies. We understand 
that the Maritimes' subsidy, for example, is on all 
traffic whether it is competitive or not; whereas 


the bridgesubsidy is just on the non-competitive 


traffic. 
Q And different principles apply? 
A. Yes, different principles apply. 
Q. Your Association hasn't gone any 


further than merely making these suggestions that 
all long haul traffic should be subsidized? 
A. That is right. 


Q. Dealing finally, if I may, with the 
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Webster Cr. -ex, 
.(Cumming ) 
question of horizontal increases; has your 
Association, sir, any specific suggestions to 
put before this Commission as to how the problem 
of horizontal increases is to be solved? 

A. We have used the phrase, "on a 
selective basis where het is capacity to pay." 
I realize that that is very indefinite. 

THE CHAIRMAN: Who will select? 

THE WITNESS: Yes, exactly. Surely there 
must be room for exhaustive studies on .. separate 


situations by whoever is charged with that 


responsibility; whether it is the railways themselves 
or whether it is the Board. We wouldn't have any 
information, but if such studies can place special 
emphasis on the cost of providing particular 
services, in relation to the suics that are already 
being paid I think that in itself would be a good 
starting point. 

MR. CUMMING: Q. Just so that I understand 
this, your suggestion, I take it, is that insofar 
as the horizontal increases problem is concerned, 
that if it can be shown that any particular shipper 
is not capable of paying, then in that instance in 
any event, there should be no horizontal increase? 

A. That is right. We are thinking 
to some extent, of course, of the position of the 


agricultural producer, where again one's capacity to 
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1 Webster Cr,-ex. 
(Cumming ) 
“ pay is recognized even to the extent of statutory 
3 rates being granted, which are admitted to be less 
+ than the cost of service. 
5 Q. Have you, in your thinking on this 
6 question considered the converse of the situation 
7 and supposing there was a new-found prosperity 
A in a particular industry for the long haul shipper, 
: and which =... otherwise it would possibly be 
10 
subject to the horizontal increase - if there were 
11 
a particular prosperous increase, conversely to 
12 ty 
what you suggest, would it be prohibitive where 
13 
there was no capacity to pay and should there be 
14 
an increased rate for that? 
15 S 
A. I think that is one of the factors 
16 
that should be taken into consideration. 
17 
Q. Thank you. 
18 
THE CHAIRMAN: I think we had better have 
19 
a break now. 
20 
---A short recess. 
21 
22 ‘ 
CROSS-EXAMINATION BY MR, HUME: 
23 
Q. Mr. Webster, my name is Fred Hume 
24 
and I represent the Canadian Trucking Associations. 
25 
I read your Brief with great interest, and you 
26 
indicate in your Brief that your industry is 
27 
beginning to use the highway services, and there 
28 
are just about three points that I briefly wish to 
29 
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Webster Cr .-ex. 
(Hume ) 


cover with you. 

For clarification, on page two, if you would 
be good enough to look at your paragraph 4, where 
you speak of the average haul: may I assume that 
you are there speaking of the average rail haul, 
or are you speaking of the average haul by rail 
and/or by truck? 

A. The average haul by rail, sir. 

Q. You have told us about this 15 hundred 
mile haul down to California with some of your 
products, and bearing in mind that figure as part 
of the average, could you give me some idea of what 


the average truck haul might be of your products? 


le The average truck haul of domestic 
traffic? 
Qe Well, take it any: way you like, sir? 
A. It will be a pretty wild guess: 


perhaps I might refer to the different types of 
movements, briefly? 

Q. It may be of assistance, but perhaps 
I can shorten it by asking you this: Are youw goods 
being trucked a corresponding distance domesticly 
as they are to California - and I have in mind the 


answer you gave to my learned friend. 


A. Yes, sir. 
Q. They are going 15 hundred miles 
domesticly? 


A. Yes, sir. 
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Webster Cr .-ex. 
(Hume ) 
Q. As far as where? 
A. Ontario. 
Q. Is this a very minor part of your 
movement, or is it -- give me some idea as to the 


percentage of the central Canadian movement? 

A, The eastern Canadian market, as 
illustrated in these figures further along in the 
Brief, is a contracting one, so that, percentage-wise, 
over the whole, it doesn't have the significance 


it used to have. 


Q. I am speaking of truck movements now? 
A. Oh, excuse me. 
Q. I am speaking of truck movements, 


to try and get some idea as to how your goods 
are moving and how far. You have said they move 
by truck into central Canada? 

A. Yes. 

Q. Now, is that an important percentage, 
a very minor percentage, or what is the situation? 


A, Of the total truck haul? 


Q. Of the total movement into central 
Canada? 
A. Oh, I see. Yes, it is an increasing 


percentage -- I don't know; I would think perhaps 

it might have been this past year 25 to 30 percent. 
Q. 25 to 30 percent of the fruit and 

vegetables from this province into Central Canada 


are going by truck? 
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A. Yes. 
Q. And that is increasing, you say? 
A, Yes. 
Q. Is that a matter of rate or service, 


or a combination of both? 

A. A combination of the two. 

Q. Is the truck rate lower into central 
Canada than the railways? 

A. Yes. 

Q. And is the equipment being used now 
satisfactory for your purposes, such as thermal 
equipment and refrigerator trucks? 

A. Yes, sir. 

Q And this is a for hire © movement 
and not a private movement? 

A, It is a for hire movement. 

Q. Then, on page 5 in paragraph 18, you 
describe a technique of getting your goods into 
Saskatchewan and Manitoba whereby you use the truck 
for the nine mile gap and then -- is it United States 
rail or United States truck lines? 

th: United States rail. 

Q. And then it is unloaded somewhere south 
of Saskatchewan and Manitoba and is trucked back into 
those provinces? 

A. No, that would be direct by rail from 


Oroville to Canadian destinations. 
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6. The only part of the truck movement 


is to close the gap? 
A, Yes. . 
Q. And by using that technique you 


get a better rate than shipping it by a Canadian 


railroad? 
A. Using the past tense, yes; not at 
the moment. That is one of the leverages of 


which we took advantage in order to attempt to get 
lower rates. 

Q. Then, in paragraph 19 you describe 
another technique of trucking from border points 
to destination, as to how you get your products 
into Estevan, Weyburn, Regina and Winnipeg; is 
that in the past tense, or are you doing that now? 

A. It is both in the past tense -- 


perhaps a bit more -- definitely more in the past 


tense; but still there is some going on today. 


Q. That seems 2 very circuitous way 
of getting your fruit into, say, Weyburns... 
Saskatchewan I presume you do it because the 
rate is that much less? 

A. Yes, 


Q. You can move it to the American line 


by the American railroad and by a trucking company 


to bring it back into Saskatchewan for less than 


the rail rate? 


A, Yes, it is practically entirely a 
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Canadian rail haul; it merely goes over the border 


into the States and then goes back in a truck. 


Q. I see. 

A. There is practically no U.S. haul 
in that. 

Q. It is going by siancolen rail, but, 


by going into the United States, you get better -- - 

A, Yes. 

Q. I understand from what somebody said 
this morning, that in connection with the movement 
into the Prairies, that last year 80 percent of 
the vegetables produced by your colleague 
Association into Edmonton and Celgany went by 
highway transport rather than by rail; is that an 


inaccurate statement? 


A. Inaccurate statement, yes. 
Q. What would be the percentage? 
7% LAY I would doubt if it was one percent,- 


practically nothing. 

Q. On page 6, and again later on in the 
Brief -- and you need not look at it for the 
purposes of my question - you point out the effect 
of truck competition, and how you are looking forward 
to it provided there are some benefits -- I think 
I have interpreted that paragraph reasonably well? 

A. I don't think we phrase it quite like 


that. I think we are referring to the cost of truck 
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service being a depressing factor on present rail 
rates. We have a situation where present rates 
are constructed without regard for cost of service, 
but as the alternative form of transportation makes 
it appearance, perhaps not immediately but within 
a reasonably short interval of it first making its 
appearance. the cost of trucking service begins to 
stand out as a hold-down feature on the rate charged. 
That has been our experience. 

Q. And you say in paragraph 38, on page 11 

"We are looking anxiously ahead for shorter 

highway routings eastward through the Rocky 

Mountains to come to our assistance, but it 

is now only conjecture as to what evolutionary 

benefit ...." and so on. % a 
As I read those two paragraphs I get the impression 
that what your Association was suggesting to this 
Commission was that as these highway routes become 
more accessible or more available or more direct 
that you will expect some benefit by reason of the 
rate? 

A. That is correct. 

Q. Am I correct in assuming that your 
product would fall into that category of which we 
have heard so much in the last two weeks, of 
captive traffic -- you move generally on class and 
commodity rates? 


A. I think that is a fair statement. 
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Q. Yes. 
A. In order to answer you more effectively, 


perhaps I should say the situation is thanging -- 
year by year. Competition is coming into the 
picture progressively season by season. 

Q. Not so many years ago you were strictly 


captive, and when a horizontal increase went in you 


paid it? 
A. Yes. 
Q. And now what you expect to happen is 


that by the growth of truck competition you expect 
the competition factor will produce a competitive 
rate? 

A. I wasn't only thinking of truck 
competition. I was thinking of the competitive 
stews tac Welton prevails in relation to the movement 
of similar ores from other growing areas -- 
the Washington, for one, and the Wisconsin-Michigan 
situation for another; those are the two main ones. 

Q. I am particularly interested in your 
paragraph 38, and I wonder if you would be good 
abun to look at that whre you directly refer to 
shorter highway routings, which I assume you are 
attempting to emphasise tha’ truck competition 
will be a factor in taking you out of the captive 
class? 

A. Yes, I would like perhaps to make 


this differential between the use of the term "truck 
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competition" and "cost of operating truck". You 
will aoe that I have used the phrase "the cost 
of trucking service" rather than "truck competition". 
I have in mind the point made by Mr. Elmer yesterday 
where he was referring to unsound competitive 
relationships which temporarily influence rate 
adjustments which have to be repeatedly corrected 
because of some inadvisable decision having been 
made because of an unsound trucking operation. 

That is not what is intended here at all. 

Q. I appreciate that. I think the point 
you are trying to make is that by the introduction 
of a competitive means of transportation on A 
reasonably sound basis affecting your product, 
would you expect a better rate picture -- and this 
has been the situation over the last ten years, 
in Western Canada, hasn't it? 

A. That is right. 

Q. The growth of trucking across Canada, 
the development of the Trans-Canada Highway, has 
all had an impact upon competitive rates? 

A. Yes. 

Qe I just want to put this question to 
you as a matter of interest, and I think it may 
—PeT lows If thestruck”’ competition, either by 
reason of you people buying your own trucks and 


using them or hiring somebody to do it, takes you 
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out of the captive class, and if the railways 
require increased revenues to carry on, where is that 
going to come from, sir, if the captive class becomes 
less and less and less? What is the suggestion 
that is implied in your Brief, that you are hoping 
for these benefits - who is going to pay the 
increase in the end? 


A, The increases to the railways? 


Q. Yes? 
A. I would suggest that if the traffic 


leaves the railway, it would be necessary for the 
railways to curtail service and there will be 
tremendous savings in the process of that contraction 
of service. 

Q. 'My last point: You refer to the 
fact that in Central Canada the competitive use 
eee transport has such an advantage for the 
producer in Central Canada, and I presume you are 
referring to the producer in the Niagara Peninsula 
and places in Ontario and Quebec where fruit and 
vegetables are grown? 

A, That is right. 

Q> Do you have the same force of 
competition on your intra-provincial movement from 
the Okanagan Valley into your large centres such 
as Vancouver and other places, that are large 


consumers of your product? Do you have a complete 
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“ and adequate truck movement in your intra-provincial 
movement? 
4 
A, Not entirely. 
5 
Q. And do any of your members or your 
6 
| people have their own trucks and move their own 
7 
products in their own trucks? 
8 
A. Our members -- no, sir. 
9 
Q. Well, your Association; do you have 
10 
your own highway transports? 
11 
A. Perhaps we should say that there are 
12 
just a very few. 
13 
Q. And are they hauling your product 
14 | 
to a market and then returning empty? Is it a one- 
iS 
way load? 
16 
A. No, no. -- well, both situations 
17 
prevail to a very limited extent. We have a 
18 
situation, for instance, where because of this 
19 


rail connection not being completed to Oroville, 
traffic which originates to greater advantage on 

the Great Northern Railway must move by truck 

to Oroville for loading. Quite a substantial part 


of that takes place in industry trucks. 


Q. Have you any agreed charges with the 
railways? 
A. Not formal agreed charges. We have 


been operating this season under what we might term 


a verbal contractual agreement, which is practically 
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the equivalent of an agreed charge. 


Q. Under that verbal contractual agreement 


have you agreed to give them a percentage of freight 


4 
5 in return for a rate concession? 
6 A. Yes, sir. 
7 Q. And is tis leading towards an agreed 
8 | charge? 
A. Probably, sir, yes. 
QQ. And was it put into effect to meet 


truck competition by the railroad? 

A. Yes, sir. 
CROSS- EXAMINATION BY MR. FRAWLEY: 

Q. - Would you mind telling me about the 
verbal agreement that you have with the railways 


that leads to the giving of some percentage of 


traffic? 
A. What can I tell you, sir? 
Qe You said there was some verbal 


understandings by which a certain amount of traffic 
was committed to the railways? ny 

A. Oh, I understand your interpretation. 
I am sorry, I didn't mean it that way. What I 
meant was that certain competitive rates have been 
published in the commodity tariffs. 

Q. Yes? 

A. I say, competitive rates -- competitive 


rates and an extension of specific commodity rates, 


evititegmos -- payer evititeqaoo .yse I vA 


as 


vhs Nt en Pe. . 


* ee mitione wane! 


seme eet es : see 
(oN i ae Cie er 4 


| tea 
i hve vas ‘Wain RV), Pac a 


toom ot dette. otal TT #2 esw ‘baa 2 


Be 3a {rie i AAS ‘ghey 


beetles %, vd nots lJ eqnos aout 


Ppt 
sta. ,esY : er 
a he rey «7 
Uae hee here hee, 
esit tags wm ‘ga iied pins wee biwoW eae 


i) AVSe Gfeh 2 ita Soe 


avewlion edt dtiw oved YOY deds taemeetgs Ladtev 


7s Lae 


So agstnsoreg emoe to ynivig edt ot absel tad? 
v ‘igh "A ole or’ 4 
Soltiss 1%. 


- Da Pt EP a a es eee a 
=~ = = = 


i. ; re. a ge - rh iv 
cate > ites . 189 niet A Ve. 
2? all Bich LAR i” 
Ledaey omoe asw oxedd btaa wo¥ | B }@ 
ot Ytead te tavoms nbadyeo a dotdw x suatbnet anebau 


tayaniion ovis of betvianos aw das 


1 AST WwOY Das¢enebaw rt os A 
I vacdw . yaw tadd vt nnem 3 abLb 5 ice ae 1 
treed eved epee ovis t¥eqno9 barca, dadt _ ‘tneen 
evtizs? <éthuanehs ous at beriat idug 
teeY ei en 
A227 Bee’)? (coe Peae x 


(7 -tehny eoteer Bier gn! Perhoye gen? : ft an | 
nape yitbommoo olfttoeqa to molanetxe as bas setst Fes — 
atin ,Pivestige)  Sauiiaaers ip fae 


ANGUS, STONEHOUSE & CO. LTD. 6696 
etree dani Webster  Cr.-ex. 
(Frawley ) 

and in te process of negotiating such rates with 
the railways, we did undertake te route a certain 
minimum percentage of traffic by rail. 

Q. And so, in negotiating for the open 
competitive rate being published, you undertook 
in the negotiations %to commit a certain amount of 


your traffic to those rates, if and when they were 


published? 
A, To rail? 
Q. To these rates? 
A. Yes. 
Q. You undertook to commit a certain 


percentage of your traffic to those open competitive 
rates that would be published? 

A. - Do you mean the same thing as "by rail" 
when you say that? 

Q. No. I am speaking entirely about 
rail. You had some negotiations with the railways 
leading to the publication of what I call an open 
competitive rate as distinguished from an agreed 
charge; right? 

A. XS. 

Q. es in the course of those negotiations 
you undertook to give a certain portion of your traffic 
to those rates? 

A. No. 

MR, BRAZIER: Not to those rates, Mr. 


Frawley, but to the rails, whether on those rates or 
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Webster Cr,~exX, 
(Frawley) 
other rates. 

MR, FRAWLEY: I am talking about rails 
entirely, of course. 

Q. You made this commitment in your 
course of negotiating a certain open competitive 
rate, and you undertook that you would give a 
certain portion of your traffic to the rails under 
that rate and on some other rates? 

A. Well, as far as that particular 
destination is concerned, it would be that rate; 
but, the thing is, it is a blanket agreement, so 
to speak - a blanket coverage; not that one specific 
point. 

Q. Just so I will understand it, you 
gave certain verbal undertakings cavering certain 
percentages of your traffic? 

A. Yes, sir. 

Q. Were you asked to enter into an 
agreed charge to make that actual contract? 

A. I think the answer there perhaps could 
be "yes". I think the question before, as I 
remember it from Mr. Hume, was, "was this leading up 
to an agreed charge?", and perhaps if I answered 
that affirmatively, that would answer your question. 

Q. You say you did not enter into any 
agreed charges? 


A, No, not yet. 
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‘Wehster Or .-@X, 

1 (Frawley) 

ae. Q. But in the course of talking about 
3 whether you would enter into an agreed charge, or 
4 whether the railways would merely as an alternative 
S| publish an open competitive rate, 1% was during the 
6 course of those negotiations that you gave them 
7 certain verbal undertakings? 
8 A. Yes, 
7 Q. And they were satisfied and they 
m didn't press you to give them an agreed charge: 
- is that a fair way to sum it up? 
- A. I would think so. 
af Qo You told my friend Mr. Hume that if 
i traffic we lest in increasing degree to highway 
- transport, and that would necessarily mean that 
- the traffic which is captive to the rails would 
a necessarily decrease in proportion, then Mr. s 
” Hume put it to you under those circumstances, 
= where would the railways get their authorized 
20 


increases that they obtain from time to time 
from the Board of Transport Commissioners, and I 
understand your answer to Mr, Hume was -- you then 


suggested that the railways should or could curtail 


the rail service. Did I understand that correctly? 
A. I was thinking long term, sir. 
Q. Well, I don’t quite understand that. 


What rail service would the railways curtail? 


A. Well, the service which had been 
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Webster Cr,.-exX. 
' (Frawley ) 
: provided in the past for our traffic, for example. 
3 We have certain freight train services that are run 
4 especially for our fruit, particularly in the busy 
5 season of the year. We have certain services in 
6 the Valley in terms of Lake service, Spotting 
a services, local branch line services -- all th@e 
& presumably could be contracted if we reduced the 
. total quantity. 
10 
Q. Well, I now understand. It would 
11 
simply mean that the railways would not need to 
12 
provide as much service if you went over to highway 
13 
in a large way? 
14 
A, Yes. 
15 
Q. It isn't a very attractive process 
16 
for the railways, though, is it? Now, here is 
17 : 
something that I do not understand, Mr. Webster. 
18 
I wish you would explain it. 
19 
You told my friend, Mr. Hume, that 25 to 30 
20 
percent of your total traffic to Ontario was going 
21 
by highway? 
22 
A. Yes, sir. 
23 
Q. And to Calgary and Edmonton you didn't 
24 
think there would be one percent going by highway. 
25 
How do you account for that? 
26 
A, As I remember it, I said between 20 and 
27 
25 percent eastern Canada. 
28 | 
Q. Yes, 20 to 25 percent Eastern Canada, 
29 
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(Frawley ) 
and about one percent ---- 
A. No, sir. 
Q. You didn't say that? 


THE CHAIRMAN: No. 

THE WITNESS: One percent of fresh vegetables 

MR. HUME: My question was directed to 
vegetables. 

MR, FRAWLEY: Q. Are you people in the 
vegetable business? 

Aon Dos 

Q. Just keeping to tree fruits, when you 
said 20 to 30 percent of the total movement to 
Ontario, you were talking about fresh vegetables? 

A. No, sir. 

MR, HUME: Perhaps I can help my friend, 
Mr. Frawley. I asked Mr. Webster about fruit, 
because he is here representing the B.C. Tree Fruit 
Limited, but somebody has also given me information 
about vegetables, and the B.C. Interior Marketing 
Board concurs in this. I then asked a second 
question about vegetables, only to Alberta, knowing 
that you would deal with anything else with regard 
to Alberta, and there is where the confusion has 
arisen. 

MR. FRAWLEY: Q. Dealing with tree fruits, 
you have about 20 to 30 percent with moves into 
Ontario by highway. How much volume moves into 


Alberta by highway? 
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webster Cr, -eXx. 
(Frawley ) 
A. I think I said between 20 and 25 percent 


into Ontario, Mr. Frawley. 

Q. Yes. 

A. You are referring to the present 
situation, sir? 

Q. Yes, over the past few years and the 
present situation. 

A. To answer that adequately, perhaps 
I should go back to the application of the 17% 
increase on December 1, 1958. 

Now, we had a situation commencing with the 
application of that increase where there was a very, 
very significant trend away from rails. And, over 
the balance of that particular shipping season, 
from the lst of December, through until the end of 
June, as I remember it, there was something like 
55% of our total movement into Alberta and St. 


John that moved by truck. 


Pr 


Q: You say June -- you mean June, 1959? 
ie 1959. 
Q. Well, what caused any change in that 


trend, or has there been any change? 

A. Yes, there has definitely been a change 
back to rail. You can understand that, because 
of what has already been said, that we have received 
great concessions into Edmonton and other Alberta 
centres, and there has abi a swing back to rail. 


Q. You have received concessions from the 
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Webster Cr.-ex. 


(Frawley ) 

railways? 

A. Yes, we have received concessions. 

Q. What kind of concessions? Rate 
reductions? 

A, Rate reductions. 

Q. Did they take off the 17% increase? 

A, Yes, yes, They did. Well, yes 
and no. The 17% -- one of the special assistances 


that were rendered to our industry by the railways 
was the cancellation of the 17% increase during 

a very difficult marketing period that we had 

at that time. 

Q. They wera't only assisting you; they 
were doubtless assisting themselves to get that 
traffic back there on the railway? 

A, That's right. 

Q) They did not apply that 17% increase 
authorized by the Board effective December 1, 1958? 

A. No. 

Pardon me, sir, they did, originally, but 
when the situation became evident to them that we 
were having marketing difficulties and also the 
insertion of this truck competition situation, 
the assistance was offered to us. 

Q. That was understandable, in many 
parts of Canada; what you have explained. 


A, Yes. 
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Webster Cr,-ex. 
(Frawley ) 
Q. Something else arising out of the 


fact you say from 20 to 25 percent of your total 
volume goes by highway to Ontario, and you said to 
my friend, Mr. Hume, that that was a combination 


of rate and service that put that much on the 


highway? 
A. Yes, sir. 
Q. There is no rate regulation covering 


that highway movement? No regulation of the 
rates by any Government Board? 

A. I don't believe so, sir. 

Q. Well, I think there is not, and are 
you satisfied with that absence of rate regulations? 

A. It has not presented a problem to us, 
sir. 

Q. ‘The fact there is no rate regulations 
has not been a problem to you? 

A. No. 

Q. Now, I was interested in your saying 
that there was a rate from Kelowna to Vanceboro, 
Maine, of $2.26, and that is on page le. I notice 
there that you have a differential of 25 cents 
over that rate to get into St. John, New Brunswick. 
That is so, isn't it? 

A. That is correct. 

Q. Well now, Vanceboro is right 


practically on the New Brunswick line; isn't. it? 
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Webster Cr,-ex. 


(Frawley ) 
A. That is right. 
Q. And a very few miles from St. John. 


You talk about using the trucking technique in 
other parts for your movements. Have you tried 
the trucking technique to get rid of that 25 cents 


differential between Vanceboro and St. John? 


A. No, we haven't. 

Q. You just go on paying twenty-five cents 
differential. 

I just want to ask you one more thing. In 


paragraph 27 -- if you will just take a look at that-- 
you say that British Columbia alone ships its 
agricultural products eastward in long haul without 
Sniiticis assistance; and you mean that everybody 
else shipping agricultural produce, at least in. 
Canada, traverses the bridge and gets the bridge 


subsidies, that is what you are saying there? 


A. No, sir, -- or other form of statutory 
assistance. 

Q. Oh, well, yes. There is grain. 

A. ‘Grain, or the Maritime tonnage 


- 


coming in. 

Q. I am talking about eastbound into 
Eastern Canada. 

A. Yes. 

Q. It is the bridge subsidy, apart from 


the Crows Nest Rate? 
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Webster Cr.-ex, 
(Frawley ) 
A. Yes, 
Q. All right. Now, you do not get the 


bridge subsidy because the Board has, by one of its 
General Orders,excluded all competitive rates? 

A, That is correct. 

Q. And you understand that that means 
competitive rates originating anywhere and covering 
any kind of commodity? 

A. Yes. 

Q. I put it to you, Mr. Webster, would 
you rather have the bridge subsidy or would you rather 
have your United States - generated reduction? 


A. In reference to our eastern Canadian 


movement? 
Q. _ In reference to shipping your tree 


fruits into Ontario? 

A. Well, we have recommended in the 
Brief, siy, that the bridge subsidy be withdrawn. 

Q. That is not my question. I am 
putting it to you -- supposing you could not have 
both of them and you had to choose between whatever 
reduction you want -- of course, you are geared 
to the U.S. reductions -- and you have to choose 
between that and oe the bridge subsidy. 
Which would you choose? 

a Well, I can't see any possibility of 
our being asked to choosgbetween those two alternatives, 


but undoubtedly the competitive relationship 
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between our area and other fruit growing areas was 
not very important. 

Q. Yes. Apples are going into Eastern 
Canada from Wenatchee and Yakima and today you can 
buy Wenatchee apples in Montreal today; you know 
that very well; and that is vacause of favourable 
freight rates from Wenatchee into Montreal? 

A. Yes, sir, it brings up a point that 
was mentioned just a little further down here 
in regard to protective service, in that although 
our basic rate has been /Aateady as the rates in 
Washington the railways so far have refused to give 
us a comparative protective service rate . We 
pay these inflated carriers' protective service 
rates with the Canadian composite increased level, 
you see. 

Ge In other words, you get the same basic 
rate going into Montreal as the Wenatchee apples 
do, but the railways have not reduced the other 
areas in the same way? 

A. Correct. 

Q. 1 want to try and gauge the comparable 
benefits of the bridge subsidy benefit and the. benefit 
that you get being geared to the reductions on the 
apples moving out of the Yakima and Wenatchee. 

Now, which would you say is the more favourable rate 


situation? 
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A. Referring again to the bridge 


subsidies by comparison with the ---- 

Q. That's right. That is what I am 
trying to compare. 

A. I felt I had expressed myself there. 
We think that the bridge subsid¥.: was poorly 
conceived, and we could not submit an argument in 
favour of the bridge subsidy for our traffic today 
at all. 

Q. I see. You don't want to lose your 
American benefits that you get, but what you are 
endeavouring to do is just remove it; you don't 
want anyone else to aie from it; that is 
what you say? 

A. We are recommending, as against the 
bridge subsidy which applies only on traffic going 
over this particular restricted area in Ontario 
that some form of assistance to long haul traffic, 
generally, in Canada be offered. 

Q. Yes, but aaa Webster, what I can't 
understand is why it is really aay concern to your 
people. What about people taking livestock 
and going from the foothills down to Eastern Canada; 
they go over the bridge and get some subsidy. You 
are not anxious to take that away from the livestock 
growers in the foothills of Alberta, are you? 

A. | We are suggesting it be given to the 


livestock shippers in a different form. 
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Q. Well, then, that isn't going to help 


very much, if you simply take away the name "bridge 
‘subsidy" and give them some other kind of subsidy? 

A. We think the bridge subsidy, as 
presently made available, is unnecessarily in conflict 


with the principle of equalization. 


Q. Mr. Webster, I am afraid I was just 
a little thick-headed. I think I know what you 
mean now. You say "remove the bridge subsidy 


and put in a subsidy for long haul shippers, and 
we get that, and we get the Wenatchee reduction, 
too". That is what you say? 

A, No. 

Q. You don't want to lose the reduction 
you have in relation to the Wenatchee group? 

A, I am not relating the reduction in 
long haul to any particular traffic, either yours 
or mine. 

Q. That's right. But you think there 
should be a subsidy for long haul traffic moving 


into Eastern Canada? 


A, Yes, 
Q. And you would get that? 
A. It would depend on the form of the 


subsidy, whether it applied to competitive traffic 
or not. 


Q. Oh, Well then, you don't think that 
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what we may call a standard long haul subsidy 
should be available to traffic that was already 
getting the advantage of some competitive rate? 

Asana i We haven't stated any position on 
that, eis. We merely commented we note that the 
Maritime subsidy is available for both competitive 
and non-competitive traffic, whereas the bridge 
subsidy has only been on non-competitive traffic, 
and we suggest that whatever adjustment is made 
be, as far as is reasonably possible, closer to 
the principle of equalization. 

Q. I understand, and I do not want to be 
drawn into anything NY tient Freight 
Rates Act, but what you are calling attention to 
is the Maritime Freight Rates Act applies, and 
competitive traffic is not excluded from it? 

A. Yes. 

Q. That is in another world, as far as 
I am concerned, because it has been cut out from 
the equalization provision of the Railway Act. 

I think I do understand you, now. And in fairness 
to you, you don't think you should get it double; 
you don't think you should get reductions because 
your rates are related to the rates moving apples 
out of Wenatchee -- you don't want that venefit, 

as well as the benefit of a new long haul subsidy 


the 
that might be introduced into/Canadian freight rate 
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(Frawley ) 
structure? 
A. We do not suggest that only ourselves 
should benefit. If other industries benefit, we 


should benefit likewise. 

Q. Speaking of yourself, you are not 
particularly concerned with getting the double benefit? 

A, Well, we are taking no position in 
that respect. 

MR, FRAWLEY: Thank you very much, 
CROSS-EXAMINATION BY MR. MAURO: 

Q. Could 6a give me the class one 
hundred rates from Kelowna to Winnipeg? 

A, Class one hundred rates from Kelowna 
to Winnipeg -- I am sorry sir. I haven't got it 
with me. 

Qe What percentage of the class one 


hundred do you think $1.91 from Kelowna to Winnipeg 


represents? 

A, I am afraid I couldn't help you. 

Q. Page 7, Mr. Webster. 

A. Iam afraid I can't help you on the 
spur puntos moment, sir. The $1.91 rate referred 


to in here, which was the 1959 rate on apples to 

the 
Winnipeg was constructed by adding /back-haul factor-- 
estimated back-haul by truck from Noyes, Minnesota --- 


to the commodity rate to Noyes, Minnesota. 


Q. I wondered on what you base the 
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statement in paragraph 10 that in the United States 
carload shipments of apples and pears move at the 
maximum carload rating of 323, as compared with 
Class 45 in Canada. I thought it might clarify the 
situation if you could tell us what the class 

one hundred was from Kelowna to Winnipeg, and we 
see on page 7, that the rate in 1959 is $1.91, 

so that 1, /pebbabtp for a good part of that? 

A. It is a competitive rate, sir, but 
the rate to Noyes, sities akan ne about 70 miles 
south of Winnipeg,is $1.51, so there is a 40 cent 
factor added to that. This perhaps is of some 
interest, in that much of that traffic moves right 
through Winnipeg by Canadian National Railways, 
and moves on a further 70 miles and then turns 
over to an American line for spotting. 

So that, if the traffic is delivered in Winnipeg 
pettier than going beyond, the cost of service would 
be less to the railways. But this is the 
combination on the border. 

Q. Well, on that matter of combination 
Mr. Webster, I notice on page 12 the rate from 

Kelowna to Vanceboro is $2.26 a hundred weight, 
cneeweie as to Montreal? 
| A. Yes, sir. 

Q. Is there any border combination paid 

by the Montreal shippers? 


A. | NO; 8i0 
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(Mauro) 
Q But there is by the Winnipeg shipper? 
A. Yes poeiz: 
Q. Has anyone told you why the discriminat- 


ion against the Winnipeg shipper? 

A. It is something we have been fighting 
for years, attempting to get that Winnipeg rate 
down. We have actually had another concession 
since this $1.91 rate was shown, which was given 
to us after what we felt was an unnecessarily long 
waiting period to equalize us with Ontario shippers. 

The Ontario local shippers were given 
reduced rates during the past year into Western 
Canada, that placed them in a position where they 
could get into Winnipeg cheaper than we could. 
After a lag, I think, of about six weeks or so, 
we were given the same rate into Winnipeg. 

Q. Just so I understand how you use certain 
words, it would be your opinion,if the railways all 
of a sudden started “ treat Winnipeg the same as 
they treat Montreal, that would be a concession? 

If they removed the border combination completely, 
would you consider that the railways were giving 
your Association or the Winnipeg shipper a 
concession? 

A, No, sir. A concession, to me, is 
a reduction in rate. 


Q. If they are really conceding something -- 
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but, I suggest when we are talking about equality 
of treatment, or removal of discrimination, it is 
not a concession; is it? 

A. A reduction in rate is a concession 
regardless of the reasoning behind it. 

Q. If they are forced to do something, 
that is still a concession? 

A. That is the way in which I used the 
term, 

Q. But, in the case of the border 
combination rates in Winnipeg and the treatment 
at Montreal, that is just treating two shippers 
equally? 

A. I find it difficult to follow that. 

MR. SINCLAIR: I wonder if my friend, 
when he uses the word "discrimination" with that 
view, when he is trying to put it to the witness, 
whether he means discrimination that is lawful 
or whether he means unjust discrimination, 

MR. MAURO: My learned friend, Mr. Sinclair, 
will argue the facts. 

MR, SINCLAIR: The facts are the facts. 

MR. MAURO: It is pretty clear in the 
Brief what the facts are. 

MR. MAURO: Q. Do you know any reason 
why the Montreal shippers should be treated 


differently than the Winnipeg shipper? 
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A. You mean the receiver? 
Q. Yes, the receiver. 
A. Any differently, in regard to the form 


of competitive rate that is entered into? 

Q7 The goods going to Montreal go from 
the border into Montreal free of charge; is that 
right? 

A. No, sir. 

Q. Well, is there a through rate 
published in Montreal? 

A. Oh, I understand your thinking. Yes.-- 
in other words, you are suggesting thes RAs rate 
to Montreal is the same as the rate to the border 
points, that is correct. 

Q. Yes. So there is no additional 


charge from the border to Montreal? 


A. That could be said, I suppose, yes. 

Q. Do you think it could not be said? 

A. I'm sorry. 

Q. And there is a charge from the border 
point -- there is a different rate from the border 


point of Montreal to Winnipeg? 

A. That's right. It is a different 
history behind the construction. 

MR, MAURO: It is a different history, 
yes, ef 

MR. FRAWLEY: Hence, the Commission. 


THE WITNESS: We had to haul apples in 
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{Maurc ) 
30 below weather for a period of weeks -- months, 
I think it was -- before the railways recognized 
it was possible to route in that manner. 

Q. And, now, just to conclude a 
reference to that chart on page 7, Mr. Webster, 
as I understand it and I am advised if you had 
taken the full increases, the rate to Winnipeg 
would be $2.90 instead of $1.97? 

A. Yes, sir. 

Q. And that is on apples -- and on 
peaches, $3.86 instead of $2.30. 

That was just to try to clarify that 
statement that they have taken the impact of all 
the horizontal increases. 

A. Well, we would suggest shipping to 
other points as well as Winnipeg. 

Q. I was only using your figures on 
page 7 to Winnipeg? 

A. Yes. 

Q. Now, you mention in paragraph 26, 

"Federal subsidy also has been paid on 

féed grain movement from the Prairie 

Provinces both east and west." 

And just so that I understand your position 
on that, are you suggesting that that is of primary 
assistance to the Prairie grain grower? 


A. Primary assistance? 
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Q. Who is the subsidy meant to assist? 
A. %8 i5 not of assistance to both the 


shipper and the recelver? IT am not sufficiently 
familiar with the nature of that traffic to know 
whether it benefits the shipper and the grain 
receiver. 


Qe There are some people in our part of 


the country that say it is of benefit to the livestock 
feeders? 

A. I see. 

MR, SINCLAIR: And some people in your 
part of the country say the opposite. 

MR. MAURO: A lot of people say that. 

Qe In paragraph 27, Mr. Webster, - of 
course, my learned friend Mr. Frawley discussed this 
with you - and you are referring there to the fact 
that the only statutory assistance is in regards 
to the rate subsidy; that is what you are referring 
to there specifically in paragraph 27? 

A. Well, not entirely; I had in mind 
grain moving as well, and the feed grain. 

Qe I wonder if you would feel that na 
there was a certain movement of traffic that was 
carried at less than its actual cost of operation, 
carried at less than actual cost, where the operation 
might be higher than the cost, would that not be 


in the form of a subsidy, and to be specific, I am 
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speaking of the removal of the mountain differential; 
that was a statutory action and there was an 
allocation on ---- 

MR, BRAZIER: I don't quite understand when 
Mr. Mauro says it is statutory. 

MR. MAURO: It was ordered that the 
mountain differential be removed. 

MR, BRAZIER: But it was statutory. 

MR, MAURO: | All right, we will strike the 
word "statutory". 

Q. The mountain differential was removed, 
and some claim that the cost of operation through 
the mountains was at a greater cost, and you were 
not charged any more as a result of the removal 
of the mountain differential and that was in effect 
a subsidy to your members? 

A. No sir, I woukn't agree with that. 

Q. Why ? Do you feel you are paying 
the proper cost of operating and shipping through 
the area? 

A. I don't know that I altogether under- 
stand the point of the question. 

Q. Well, Manitoba argued that there were 
additional costs in operating trains, and the railways 
also argued it. It was held that there was ---- 

MR, SINCLAIR: It was held there was not. 


MR. MAURO: Q. The order simply said that 
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the time was not opportune for the sake of national 
policy that the rates be leveled, but I don't think 
the order said anything about the determination as 
to whether or not that would increase the cost 

or not, but the position of the Board was based on 
the fact that they said that the time has now come 
when, from the standpoint of national policy, there 
should be this equalization. 

MR, BRAZIER: You might take some time out 
someday and read all the evidence in the transeript 
on the mountain differential case; we have forgotten 
that in this part of the world now. 

MR. MAURO: Q. On the assumption, Mr. 
Webster, that there are increased costs in operating 
trains in that territory, the fact that your members 
are equalized, or are on an equalized scale, would 
in fact, be a form of price subsidy? 

A. Why assume something that hasn't been 
proved ? It is comparable, perhaps, tothe Ontario 
pridge; certain assumptions were made there, 
but we shouldn't necessarily assume they are correct 
until we check. 

Q. No one has denied that the bridge 
subsidy is a subsidy, that is the point I am 
discussing; we are not denying that the bridge 
subsidy is a subsidy, but we are saying there are 


subsidies and subsidies. 
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(Mauro) 
A. The mountain differential was an 


assumption of a penalty rather than ------ 
Q. You say there was under this additional 
costs, that they were penalized - they were 


charged more for something that didn't exist? 


A. That is as I understand it. 
MR, BRAZ IER: It is well to bear in mind 
what the British Columbia lumber people said this 


morning; that some of our rates went up rather 
than down on the removal of the mountain differential. 

MR. MAURO: Q. How important is the 
central Canadian market to you, Mr. Webster, as 
far as your products are concerned? 

A. Tt used to be very important, but we 
have been having to learn to live without the 
market we used to have down there. 

Q. ts the bridge subsidy, which would 
apply on certain movements for fruits and vegetables 
from the east into the Prairie regions, hurting your 
Prairie market, injuring your Prairte market? | 

A. There is no bridge subsidy today, 


because they enjoy competitive rates. 


Q. They are on competitive rates? 
A. Yes, 
Qe So that the bridge subsidy couldn't 


matter less to you people as far as your Prairie 
market is concerned? 


A. Well, ZI wouldn't quite put it like that, 


“dt Basdexebny Ten a2 tact 


sab nas 


bute on maod ot Ahem: at ca 


ati? bise <b weds atdmutod Pet pe, poet) 


os, 2 iL ete, 
tendst qe ala eetey Ino 20 aye eds _ aetoses 


Kettoo ret eoand tans ong Yo avons ods mo — oedy 
aA. She, 
ede et tetnogmt oH 2 rORUAM fat 


~” 


as tetedew «it HOE veh Pieesinmnad canbenad Lexgae0 
i ie ae 


theandon02 ase atoubomg 200% as ts8T - 


= 


ew dud .tnagrognt yiev ed of beau #2 A 


a * a aA 


ong. dwodtiw evil ot ennot oo aatvad need ever 


E- 


. tte AF aod eved ot boaw ow teats 


7f& 


bhivow dotaw wehbedus pe: on? fis | ‘Ze . 
soldsdszev. bas atlott sot esvemevon, aad. Ai eli 
quoy gittawd .acobyet elitist eid otal tase ody norrt 
tielusn efatenl woy sattutat .tesdlram ebutand 

.¥yabort wteche + ageh om at s19c? A | | 


dete evidttegmos YoL.ae, ene. sausced 


Saetst evititeqmos co ets yedt i 
| . 86Y A 
t'abivoo ybtedve egbkud odd add e& 2 


78 utr leavrach 


elytetl toy 8s = rea _ SEQeeg YOY ot asel srstism 
io -eSyk @ CLO LE OE 

| themtesnos at sexism 
a vara iu wie peak Olas a 


},#endd sxitl tt gug ediup ¢'abiIuow I .flew A 


| 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 6720 


Webster Cr,.-e@X. 
(Mauro) 


but perhaps that is a reasonable statement. 

Q. As a matter of fact the vast bulk 
of your market is in the Prairie region? 

A. Yes, that is right. 

Q. And in the 1958 waybill analysis 
out of a total of 737.9 tons, 642 of the sample 
were into the west to west, in the Prairie regions. 
This is page 14 of the Waybill analysis. Out of 
41 cars ----- 

A There is this weakness in using the 
waybill analysis, it is only a small percentage 
of the whole, and the fruit movement is so seasonable 
that usually a sample taken isn't representative, 

Q. The one percent sample, though, is 
not just a seasonal sample, it is ----- 

A. Well, all I can say is that from our 
limited use of the Waybill analysis we have found 
it difficult to relate their test to the actual 
movement. 

Q. But out of the 41 cars in this sample, 
36 of them were from west to west. 

COMMISSIONER MANN: Have you got the average 
haul for those cars? 

MR, MAURO: Average haul per ton? 

COMMISSIONER MANN: That is right. 

MR. MAURO: 760, west to west. That means, 
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MR, BRAZIER: Iwas just trying to find 


out whether British Columbia Tree Fruits would 
have an annual figure on that, and I can supply 
that to the Commission later on where their 
shipments gO to. 

MR, MAURO: Thank you very much, 

MR, BRAZIER: How many years would you 
Like that for? 

MR. MAURO: Just one or two would be 
satisfactory. 

Q. Now, I notice, Mr, Webster, your 
Association is recommending this ehh tien dion should 
give serious consideration to a freight structure 
based more closely on the cost of serviee principle, i 
that correct? 

A, . I don't think we quite said it like 
that, aneatine is pretty close, I suppose. 

Qe This cost that you are talking about 
is this out - of-pocket cost of your fully 
distributed cost? 

A. I don't think wehave talked about it 
here. | 

Q. You mentioned the cost of service 
principle, and I assume that you are asking this 
Commission to give some thought to that. We 
heard from the Vancouver Board of Trade yesterday, 
and Mr. Elmer told us that the cost he was referring 


to was the fully distributed cost, and I was wondering 


| voy pivow aT88y wean wor “aex sane ca 
$10% tect eoitt 
ed bivow owt 10 eno tet © sORUAM AM) | f 
| oe .wotoetaldea 
OY erotedow. ;mM ,wotton I wom 18 

 Biwode: soteetmmod etd? gatboemmoes at nottstsoaes ia 
exytoutita tigior? s ot notterebteanoo evotrea evita | . 

£ ,slqteaivg amie %o taoo od? no yteBolo etom beasd . 


etoowros tacit = | 
, ; yu 
exti tt bbee etiwp ow dalad t' cob I a) | 
saoqqua I .esolo yddoug at sadt tud send | 
: . ; ( af) 
tuods qabiles ete voy tend geoo ataT ik aH i 
“fivl mwey Yo tao sexeaq-to - tuo atdd- et | 
| a prs 
p fdeoo hedudtatath —| 
dt duods bellst svatew aabid t¢neb To) vA | 
ered 
I, 
eoiviea to teoo me benottnem woY° 2 whi : 
atdd gaines ons soy tend smuaes I bos ,efgtonitq | 


ow Sekabede at Sriguodt omoe evtg Ot motestmmod = | 

"  .Ysbieseoy sherT to Basok sevuoonav et mort Sxsed i 
gatire te: eau of daoo edit sedt ev Blod soma sAN bos | 
| goixebaow eaw I bees . #209 bedudtager erat ould SAUDE Pt a 
. 4 a ap a ae ic 


i 


6722 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Webster Cr.-eX, 
(Mauro) 
if your Association had considered that? 

Ay All we say here is just a reasonable 
approximation of the foe ryan aiid service in given 
‘instances. We are not defining it any more than 
that in the Brief. 

Q. Would youw/Associatinn think that there 
should be a preemie a floor; a minimum contribution 
to sniche bins astiokt ie rates must return in order 
that there be an equitable distribution of all 
costs? 

A. The minimum contribution --- 

Q. Assuming that the railways cannot 
take traffic at below out-of -pocket costs, and 
that the traffic must be an aggregate and add up 
to the fully distributed costs? 

A. We haven't taken any position in that 
respect. 

Q. Now, finally, Mr. Webster, your 
Association has referred to the Crows Nest Rates, 
and said that if this Commission thinks that there 
are deficits being suffered by the railways, that 
the inequelitysuffered by the other shippers should 
be alleviated? 

A. yes. 

Q. And your Association would apply 


for something more than simply grain rates, if there 


are other services carried on by the railways 
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at a defiets, and it is deemed these services 


are in the national interest, you would want 
any inequalities resulting from this service, the 
purden resulting from it, to be alleviated? 

A. I only offer a personal opinion there; 
that is not referred to in the Brief at all. 

Q. Either a personal opinion or whether 
or not you think your Association would want to be 
consistent in Gnunciating this principle that 
the inequalities should be lifted from the backs 
of the freight shippers? 

A, Yes, that is right. 

Q. And on this field of the horizontal 
4ncreases, I take it that your Association would 
support any proposal which attempted to redistribute 
the costs between terminal costs and line haul 
costs, and try and change some of the impact from 
the long haul to the short haul shipper. Your 
difficulty is as a long haul shipper, is it not? 

A. Yes. | 

Q. ree the horizontal increases hit you 
much harder than 4 short haul shipper? 

A. Yes. 

Q. So the proposal which you Association 
would support would be a scheme that geet: i 
redistribute more equitably between the short haul 
and the long haul shippers, the necessary increases, 


if any? 
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(Mauro) 
A. Well, we haven't gone quite that 
far, I don't think. All we are proposing here 


is that long haul traffic be given special 
consideration. 
Q. Have you any idea where you are 


going to give the long haul traffic, where that will 


pick up? 
A. I see your point. 
Q. So that the scheme you would support 


would be some scheme that would place a little 


more of the increase on the short haul? 


A. Yes. 

Q. And a little less on the long haul? 

Bi You have this $7hillion to start with 
there. 

Q. We have suggested in Manitoba a 


scheme based on a flat cents per hundred pounds 
plus a percentage increase, which is an attempt 
to take into consideration the terminal expenses 
and the fact that it is involved in both short 


and long haul traffic? 


A. Yes. 
Q. Thank you very much. 


THE CHAIRMAN: I think, Mr. Sinclair, you 
will not be here tomorrow --- 
MR. SINCLAIR: I thought that my friend 


Mr. Macdougall might go first, and I am quite 


A SE ee A ee ee See 


* ” 

‘ - rh re } re 
ea 7 , : A : Do » , 
oer . hah - 7 wey 


a “9 * 7 tt > 7 a om AA, 
ee nak . a ie Sa 


7. 
1a 


y 


1@ 
yi) 
f 


e A af 


eS ae 


e1s voy eyedw AebL yas woe oy: on 

Lite dade eedie onions te ek ot to a 
-— tatog woe cert Ga oho 
tnogque biuow voy ometon Sit tent om ie 
efdeil s soslg Bruow dade omeroe emoe ed bivow 
tue taeda odd so eesevent ext to ean 

me 
Sued gaol ed? Ho eee effet @ BGA =p 

dtiw tuade at nolilthy$ etdy ever vo¥ a 


8 sdovinsM at beteeggue ever oW tr. 
abnuog berbaud xsq adage alt 6 ao boxed emedos iy 
dqmeties qe at dotdw ,esssyont eusineoteg * eutg 
gosnegxe Lactawed edd aotdsyebtanos o¢at exst of 
devote Atod at bevfiovnat at tt Yeds tos? edt bas 
- Goltisat Lusd gaol bas - 
a ee | 
foun yrev yoy Adsd? 9 
Noy .tislonte .M  Nabdd I ;MAMALAHD ZHT 
biel<? yn tedd Pdguedt I sIATOWEE AM Pe 
evtup ma I Bas aol byrne tr | 
| Bhai 


< 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 6726 


Webster Cr.-ex. 
(Macdougall) 


prepared ----- 

MR. BRAZIER: I wonder if it will be 
possible to finish with Mr, Webster? I don't 
want to restrict my learned friends at all, but 
he is ate bun to get back to Kelowna, as well as 
Mr. Stephens, and perhaps it will not be too long. 


THE CHAIRMAN: Well, we can try. 
CROSS-EXAMINATION BY MR, MACDOUGALL: 


Q. Mr, Webster, my name is Graham 
Macdougall, and I act for the Canadian National. 

I understand your basic problem, Mr. Webster, 
and the thought which you are trying to leave with 
this Commission is as stated on page 2 in paragraph 
4, which is the fact that because of your 
geographical location that the greatest part of 
your crop must be exported to markets outside of 
the border of British Columbia, which makes — 
you a long haul shipper and your largest market 
would be in the Canadian Prairies, where your 
average haul, as you say, is in the neighbourhood 
of 7 to 8 hundred miles, and you also ship a good 
deal to Eastern Canada and the United States 
eastern markets, and therefore it is a long haul 
movement that your products must be subjected to, 
and that is the basic problem which you are putting 


before the Commission, is that right, sir? 
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A. I wouldn't have phrased it quite that 
way. 
Q. Could you put it in a nutshell, the 


basic thought which you want to leave with this 
Commission? 

A: I will try to. What we are attempting 
to take a serious stab at here is to relate our 
problem here to the problems of other shippers 
and receivers in the country, and we make certain 
recommendations here which would give others 
consideration as well as ourselves, following the 
formula which is as defensible as we can possibly 
make it. 

Q. Generally speaking the factors which 
you have spoken of here lead you to believe in some 
places your rates are too high and that you think, 
as you expressed it in the Brief, in numerous 
places you should have lower rates to put you in 
a proper relative position, is that true? 

A. Relative position to our competitors 
or relative in terms of earnings to our igrowers?: 

Q. In the light of all those problems 
you tell us that you think one of the things that 
would help you would be lower rates?» 

A. One of the things that would help 
the growers would be lower rates, certainly. 


Q. And you are suggesting in a number of 
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places here in respect of some of your individual 
problems, that you should have lower rates for 
various reasons? 

A. Particularly eastern Canada, yes. 

Q. On page 2, Mr. Webster, you give some 
figures there on apples by bushels? What is the 
difference between a bushel and a box of apples; 
there are sold sometimes in. boxes? 

A. Roughly the same. 

Q. Am I correct also in my understanding 
that very little of the movement of your apples 
and other fruits go to market on the strict class 
rates; most of them go on commodity rates, non- 
competitive and competitive? 

A. Yes, that is right. 

Q. And it is also a fact, sir, is it not, 
that you have in your rate structure for your fruit, 
origin groupings in, say, British Columbia and the 
eoiae in which the fruit is shipped? Ae Yes. 

Q.. _». And also origin groupings in 
Western Canada and in theeast into this - the 
destinations in the Prairies, for instance, to 
which you ship your fruit. 

A. Yes. It ig a complex one, but the 
basis of the eastern rate, of course, is the A.B. 
territory, the same as all other rates, and the 


basis of the Western Canadian commodity rate pattern 
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was a one hundred mile destination zoning which has 
been interpreted in the case of certain competitive 
problems. 

Q. The point I was making was that fruit 
is not shipped on a strictly -- what you might call 
an equalized basis, by paying so much per mile for 
your fruit going to the destinations; it goes to 
groups that all have the same basis of rates, the 
destination groups in the Prairies which are of 


different sizes? 


A. Yes. 

Q. The same rates for both groups? 

A. Yes. 

Q. When you speak at the top of page 5 


of the representations that are made in connection 
with your commodity rates and the compromise formula 
which was introduced in 1955 which was worked out 
between your industry and the railways, and that 
was another element of the grouping problem which 
was part of the compromise worked out at that time, 
thefxpansion of the grouping? 

A, No, it was contraction of the grouping; 
we had enjoyed more favourable grouping before that 
deal. 

Q. It was an adjustment of the grouping? 

A. Yes. 


Q. On the table on page 7 -- I just wanted 
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to continue what Mr. Mauro started with you there -- 
I notice in paragraph 27 and paragraph 37 of your 
Brief that you made reference to the fact 
that your product has been particularly subject to 
what you call, " the pyramiding formula of 
horizontal increases compounded on increases places 
an unfair. and discriminatory burden on our industry." 
And it¥ looking at the table on page 7, the three 
points, Calgary, Regina and Winnipeg, subject to 
somebody checking my arithmetic, would you agree 
that the rate of $1.02 on apples to Calgary is 
423.7 percent higher than the base rate of 1922 
which is the rate in effect prior to the 1948 increase 

A, I have no doubt you have calculated it 
correetly, sir. 

Q. I have calculated it, and I would 
just ask you to accept the arithmetic. 

MR. BRAZIER: What is that? 

MR. MACDOUGALL: Q. AD eto Well the 
71 cent rate was the rate prior to 1948, and then 
Regina, it is $1.13, and the rate was the rate 
in effect prior nea increase, and it would be 
$1.91 for 1959, a 69 percent increase. 

Now, for Winnipeg it is the same calculation, 
$1.91, and that is 69 percent above the $1.15 in 
1922, which was the rate in effect prior to the 


1948 change, and I think also for the record that 


esonlq aeaseront 10 aii 
© eit <u: 10" nebaue “n Toe] 
eordd ont .y nubian 

ot soetdue _goqtantWobas satgen eetsalad (at 
eemgs uOy biuow obtemistins ym gatoiserio ybodemoe 


at ytenied of nefags no SC.1¢ 2 ote end tadt 


S8@i lo etee easd ent matt tedyin gneoted TEP 


. 
| 
| 
eeastont SHOL edd og ro bsg doers at etea edt at doltdw 
| gi beteluelso eved vay sduob oa eved I A 
| the ,yltsenr109 
| bivew I boa .ti betaivolso evad T: OS 
Lolvemisins edd dqecos o¢ ‘voy aes taut) 
Sted¢ ef senw. :AELSARA aa 
| end Liew .\sE8h | :LTAQUOMOAM ° AIM 
nett dre .840L oF watrg etax ed? sw ets taco SY 
evex edd saw otet ont pne .EL.1@ et th  antgeh 
od bivow 3! baa ,esaenont dsetior. solaq tosTte mt 
_sasetont dnesreg 02 # ,e2ef sot Le. £8 
.motgaivetss emse eft al st geqtantw ToT .woK lism 
nk @£.i¢ ect evods tnesteq 00 et vad? bas’ fe, ie 
edt of sotiq soette at etx ond aaM flotdw .ssel 
tend bioost « ont wo} oeke wntde T bam .egnado Bier 


= 


Beeeepaes 


ANGUS. STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO ; 6731 


Webster Cr.-ex. 
(Macdougall ) 


you will agree with me tmt the present rate to 
Winnipeg which you spoke of to Mr. Mauro as being 
put into effect -- I think it was December 31, 1959-- 
it was put into effect to meet certain competitive 
situations and it was $1.80? 

A, Yes, 

Q. And not the $1.91 which would be only 
59,3 percent above what I have taken as a base rate 
on the $1.13. So you would agree that from the 
point of view of these rates, to these large cities, 
that your rates have been increased much less than 
the overall figure of 157 percent which is sometimes 
spoken of as the accumulative effect of the horizontal | 
percentage increases? 

A. I think that is apparent, and the main 
reasons for differences are outlined in the early 
part of my brief. 

Q. Yes, I quite agree. 

A. May I make another comment in connection 
with that comparison? 

Q. Yes, please do. 

A, There is a point that we have expressed 
on a number of occasions in making such a comparison, 
that we feel it is not reasonable to compare rates 
today or last year with rates that were in effect 
during the base period - 1948 and earlier, as a 


clean comparison, and that, first of all, consideratio 
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must be given to the fact that certain 
discriminations existed in 1948 that have been 
removed, because it has been recognized they were 
-cimdefensible, and we would suggest those adjustments 
should be made first, and then a percentage 
comparison related one to the other. 

Q. It would be true also to say that 
if the comparisons being made were made with the 


1948 rates that the percentages would have been much 


smaller? 

A. I thought it was the 1948 rates you 
compared. 

Q. No, in the Calgary rate on apples 


I took my comparison rate just prior to 1948 --- 
I took the 71 cents, and if I had taken it on 
68 cents my comparison would have been lower. 

A. I might say, in making such a 
comparison, these particular examples are perhaps a 
little unfortunate, that an average of the entire 
Western Canada movement would not be quite as 


favourable to your presentation as these particular 


cases are. 
Q. That could be, sir; I have just taken 
what you have put here. Your statement on page 10, 


commenting on Mr.Commissioner MacPhee's report 
on page 489, where he is referring to - 
" ..urges the industry and the Provincial 


Government to make most vigorous representation 
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for the exemption of this industry from 

further rate increases..." 

- that remark the commissioner made ..» there was 
prior to the negotiations anV/agreement reached 
between your organization and the railways which 
Mr. Frawley spoke to you about and which Mr. Hume 
brought up? 

A. That is correct. 

oh And whie4peaking of the negotiations, 
which I understand from my advisors took rlace in 
Calgary in the summer of 1959, the negotiations 
that took place between your organization and the 
railways were for the making of an agreed charge 
on fruits; isn't that correct? 

A, Yes, I would almost go all the way 
with you there, sir. Perhaps we would be a bit 
more accurate if we extended the date there beyond 
August 1959. It is true there was a key meeting 
in Calgary in August 1959, and there have been 


a number of other exchanges both before and after 


that. 

Q. Yes, it was quite a very long negotiat- 
ion? 

A. Yes. 

Q. And you will remember the railways 


presented to you a proof of the agreed charge 
which was to be signed between the parties, and am 


I not also correct that the reason it was not signed 
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at that time, and the competitive rates and other 
rates were put into the tariff, was because of 
certain complications in connection with the 


construction of the rates which required further 


negotiations? 
A. Yes. 
Q. You had certain problems of marketing 


and the railways, at your suggestion, put the rates 
on open tariff? 

A. Yes. 

Q. Isn't it also correct that you intend 
to sign the agreed charge with op railways? 

A. We are hopeful that will take place 
on the lst of June, 1960. 

Q. You are hopeful: I put it to you 
as soon as these complications are straightened 
out, that the agreed charges will be signed between 
your organization and the railways? 

A, That is so. 

Q. And the publication you spoke of to 
Mr. Frawley was to hold these other factors? 

A, Yes, 

MR, FRAWLEY: What percentage of traffic 
are you going to sign up for? 

MR, WEBSTER: 90 percent. 

MR. HUME: The trucks will be a stand-by 


service? 
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MR, MACDOUGALL: It won't be a very 


satisfactory position to be in, because we have been 
in it so long and we know it well. 

Q. The situation you describe on page le, 
paragraph 40 and following, "rates on Western fruit 
are the same to Vanceboro, Maine" etc: Do I 
understand your suggestion there is that you think 
that the arbitraries on this traffic over the 
Montreal rate should be eliminated and should be 
just a grouping of the Maritime area on the basis 


of the Montreal rate? 


A. We would welcome that. 
Q. Yes, because you are suggesting 
that the rate -- you say the rate there, Kelowna 


to Vanceboro is $2.26 which is the same as from — 
Kelowna to Montreal, and you would like the Vanceboro 
rate extended to the whole of the Maritime 
Provinces? 

A. Yes, we would be very happy with that. 
I would point out there that the basis of our 
representations to the railways which have not been 
successful so far has been not for that, but for a 
return of the rates to the levels that prevailed prior 
to the lst of December, 1958. 

Q. I think it is probably fair to say 
you would not find the railways too agreeable to 


making a grouping of that kind; that has been your 
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experience? 
A. It has never been done, and yet there 


are some pretty persuasive arguments in the light 
of what is done on the other side of the line. 

Q. On the question of these arbitraries, 
perhaps we should point out this method of making 
rates based upon the Montreal rate from Western 
Canada to Montreal, Said lat arbitrary beyond a 
certain point and a further arbitrary to a 
succeeding further point is a normal method of 
rate making not only on fruit but for other traffic? 

A. We enjoy the Maritime rate on 
export traffic without any arbitrary. 

Q. Yes, but domestic fruit, you have 
those systems of arbitraries over Montreal on all 
the traffic moving into the Maritime region from 
Western Canada or central Canada and also the 
export traffic which you spoke of -- the rates on 
the export traffic arise out of the port —« 
relationships between American and Canadian ports? 

A. It can be done, but on export traffic 
the New York rate may be argued as being just as 
reasonably applied to Halifax as to St. John, but 
it never has been done. 

Q. Well, that is a whole wide field 
we could argue about for a long time. But, the 


fact of the matter is, there are export rates to 
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meet export rates from American ports? 

A. Yes. 

Q. On the reference to long haul traffic 
on page 14 you expressed concurrence with the words 
in the Turgeon Commission Report in connection with 
the long haul traffic, but insofar as your products 
are concerned, isn't it correct to say that your 
traffic moving from British Columbia into Eastern 
Canada competitive with the rates that Mr. Frawley 
spoke of between Yakima and Wenatchee moving into 
Eastern Canada, that by the application of thase 
competitive rates you do obtain the benefit of 
not only the competition, but the type of freight 
making made in the States with the hold-downs 
applied to the American rates? 

A. With certain exceptions: one is the 
protective service feature I mentioned earlier; 
and, secondly, the matter of exchange, in that it is 
unfavourable and gives the American shipper an 
advantage. 

MR, MACDOUGALL: I think that is all I have, 
thank you very much. 

CROSS-EXAMINATION BY MR, SINCLAIR: 

Q. Mr. Webster, my first question would 
be this: Do the growers in the Okanagan, and 
members of your Association,of fruit and Vegetables~~ 


do they pay the freight charges on goods shipped to 
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the Prairies, or do the receivers pay them? 
ved I think there is a good answer to that 
in the Brief, where I use the term "residual payment" 

Q. That was a fancy phrase, and I wondered 
if that meant the farmers of the Okanagan paid the 
freight on the shipments to the Prairies; is that 
what it means? 

A, I think that if you are looking for 
a simple answer, that would be as accurate as you 
can get. 

Q, If the people in the Prairies say they 
paid the freight, as they have told this Commission, 
on everything they receive, they would be wrong with 
respect to apples, peaches, a Meebotresiy from the 
Okanagan? 

A. I don't think Mr. Andrews would mind 
my comparing his presentation on this point to our 
own, where he, I believe, if I recall his words 
correctly -- it was along the line that when there 
was an increase in transportation costs it was 
passed to the consumer in the case of lumber. That 
has not béen our situation at all. 

Q. You have paid it? 

AY We have had to contend with active 

competition from the areas referred to earlier this 
market price has been 4 competitive 
afternoon, and the / and. from this these various 


intermediate charges have had to be deducted before the 
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grower got his -- 
Q. Yes, he, as a primary producer; forcing 


himself into a market against other suppliers pays 


freight? 
A. Right. 
Q. Unless the demand situation is such 


that he can transfer it, and your situation has not 
been that in the Prairies? 
A. That is correct. 

Q. Now, on page 3 you mention that the 
growers in the United States had rane advantage of 
the 60 percent factor against your rates for 
equidistant mileagés: ©sThose roads. carrying 
that would be roads like the Great Northern, 
Northern Pacific, Milwaukee and they traverse the . 


very large wheat grow ing area of the Pacific Central 


Plains and the Pacific Northwest; that is 
correct? 
A. Yes, sir. 


Q. Do you know what they happen to get 
on the movement of grain to, for pei pale Duluth 
‘or to the Pacific ports for export? 

A. I have seen comparable tables. 

Q. Would you mind telling the Commission 
how much? 

A. I am sorry, I haven't got the figures 


in front of me. I have no doubt you know them 
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much better than I do. As I understand it, 
the grain rate from a border point south of Alberta 
is some three or four times the Canadian rate. 

Q. And do you think that factor is 
taken into account in relationship to what the 
railways are able to do for other shippers? 

A. We note the comparison. We are 
pleased to find the railways looking to the 
American comparison as an argument in favour of 
higher grain rates in that we have the reverse 
situation: We have been struggling for years 
because of the American rates being lower. 

Q. The American and Canadian railways 
have never trialto equalize. They have only 
pointed out certain factors, recognizing there are 
certain differences in the situation. So, don't 
be too happy until you get the full picture of it. 

I was going to ask you whether you felt this 
comparison that you made on page 4 of the 
classifications in paragraph 10, whether you were 
really trying to assist the Commission there by 
saying that in the United States you get 323 percent 
as against 45 percent on a one hundred classificat- 
ion? You know, don't you, that the basis of the 
classification ratings is different in Canada than 
the United States, and that there are factors 


reflected in the United States percentage that are 
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not reflected in the Canadian percentage; you 
knew that? 

A. Well, the factor that is different 
is the reason why we mentioned it, but we do think 
this, that the Canadian classification on fresh 
fruits was made at a time when conditions were 
very different from what they are today, and that 
Dean MacPhee may have a point when he suggests 
that we should ask for a new look at that particular 
problem in Canada. 

Q. But your industry was part of the 


classification Committee? 


ai I could not give you the year. 
Q. No, in the last revision? 
A. No representations were made. Perhaps 


we were at fault in making no representations; 
but, we took no action. 

Q. One of the factors——there is, 4 
siwadation bien where they have worked in certain 
factors, right into the basic classification, 
involved in their classifications, such as truck 
competitive factors, water competitive factors, 
and the method is somewhat different in Canada; 
that is correct, isn't it? 

| eer Iam not too familiar with that 
particular feature. 


Q. You have not studied the packground 
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of the U.S. and Canadian classifications? 

A. No, not what you would call thoroughly. 

Q. By the way, Mr. Webster, in June 1958 
there was a suggestion by your industry to the 
Board of Transport Commissioners, as I recollect it, 
that your industry had taken the full impact of 
the horizontal percentage increases just the same 
way as you have stated it today. You said to 
my friends there were a number of exceptions to 
that, and some of those are plainly seen from 
the data you put in on page 7 of your submission 
at points, Calgary, Regina and Winnipeg, which 
you said were large markets for your products. 

But, do you recall the exhibits that were filed in 
those June 1958 proceedings showing the percentage 
increases at a large range of places for moving 
your traffic right across the country --- do you 
remember those exhibits? 

A. I have a copy of an Exhibit with me 
which was used in our presentation to the Board 
on commodity equalization. 

Qe I am talking about the Exhibits filed 
by the railways, showing the percentage increases 
that you actually did take at various places through- 
out the country: do you remember those? 

A. Not the railway figures, but I do 


have similar figures. 
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2 Q. Was my recollection correct that 
3 I think in most places they were substantially 
4 below one hundred, and there were only rgre 
5 occasions where you got over one hundred over 
6 the base period? 
7 A. It is between which year? 
8 Q. Between the base year of 1948 and 
; 1958? 
10 A. Before the 17 percent pee eo 
_ Q Would that be right? 
a A. It might be of some assistance, if I 
“7 just ---- 
_ Q. Well, these are available to the 
‘a Commission I think ---- 
7 THE CHAIRMAN: Yes. 
" MR; FRAWLEY: It might be interesting to 
- have Mr. Webster put them on the record. 
a | THE. WITNESS: I think there are tables 
a here that were prepared in 1958. 
es MR. SINCLAIR: Q. What date?  , 
" A. They do not reflect the 17 percent 
< increase but I think everything -- in fact I know 
. everything up to that, or say, prior to the 17 percent 
* increase is in here. Oh, I just have the rates 
and no percentages there. 
- Q. I think you have to go to the railway 
st exhibits to get the percentages. 
29 
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A, I have some percentages here, also. 
I don't want to take up your time, but I have 
some here -- percentage rate for standard freight 
from Oregon to Lethbridge. This is 1958. 

For example, $1.61 which is only 128 
percent of the rate in effect in 1957. But, on 
the other extreme, the rate on apples and pears 
to Flin Flon, Manitoba is now $2.60, which is 
230 percent of the base rate. 

Q. 230 percent increase, or 230 percent 


of the base rate? 


A. 130 percent increase. 
Q. 130 percent increase? 
A. Yes. Our pattern of rates is not 


at all uniform in that respect. 

Q. Did the Board not take the position 
pretty strenuously with you, Mr. Webster, that you 
really had very little to complain about with 
respect to the rate adjustments that had been made? 
Wasn't that the result of that investigation? 

MR. BRAZIER: I don't think that is a fair 
question to put to the witness. 

THE CHAIRMAN: Well, the Judgment will 
speak for itself. 

MR, BRAZIER: Yes, I think the judgment will 
speak for itself. 


MR. SINCLAIR: Q. Well now, Mr. Webster, 
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I am always intrigued with the perishable shipper 
who brings up protective service. Would your 
industry suggest to this Commission that the B.C, 
Tree Fruits organization take over the obligation 
of supplying protective services on your own? 

A. Yes, sir. 

Q. And there have been perishable shippers 
who have taken that position and rued the day, 
because it is a very expensive service to provide? 

A. We have made certain recommendations 
to the Commission that have been initially followed. 

Q. But the very fact that heaters have 
not been lit -- there are certain responsibilities 
resting on the railways with regard to protection. 
If anything goes wrong, or their information is 
wrong, the shipper expects to get paid for the 
fruit that gets damaged or frozen, particularly 
tree fruit? 

A. I think you are on very dangerous 
ground there. 

Q. I have been in these fights, I know, 


but I am just asking you do you expect to get paid? 


A. For claims? 
Q. Yes? 
A, Yes, we do get paid for legitimate 


claims, but I would say this, that the number of 
claims today is a very, very small fraction of what 


it used to be, and that is one of the reasons that 
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we felt we should do something about this 
classification. 

I wonder if I might just take one minute to 
mention a feature of this protective service 
point that was brought up; in that I think the 
railways are particularly open to criticism in the 
fiela of refrigeration, in that in ree the 
precedent set by truck operators, and while we will 
say truck operators in this particular feature, 
moving into the position of protective service 
without separate charge, and in so doing are not 
exerting any policing whatsoever over the quantity 
of ice and salt that is used. We would suggest 
that that is one special example that we see in 
our industry where the railways have dared to put 
into effect obvious savings which could be 
accomplished. 

Q. But my point is, Mr. Webster, I think 
you would find, would you not, that the railways 
would lend a very sympathetic consideration 
to a suggestion by your organization that they be 
relieved of providing protective service, and that 
your organization take it over. Have you 
considered that? 

A, We have never discussed it. 

Q. Have you ever considered doing that? 


| No. We wouldn't be in favour of 
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doing that. 

Q. Now, in respect to this matter of 
horizontal increases, the suggestion of the selective 
increase was discussed with you by a number of my 
friends, and particularly Mr. Cumming. And your 
view was that you would apply a means test, which 
is one way of expressing your evidence; and another 
way might be, Mr. Webster, that you would increase 
all commodities by a percentage increase, for | 
instance, that were earning, say, less than 23 cents 
per ton per mile. Would that be a method that 
you would find satisfactory? 

A. It hadn't occurred to us at all. 

Q. But that would be selective, wouldn't 
it? For instance, if somebody thought that rates 
were too low in certain areas, one of the ways of 
increasing them would be to increase all traffic 
which was earning less than 24 cents per ton per 
mile, and let it carry the full burden, and 
anything over 2% cents per ton per mile, until such 
time as the low rated traffic moved up, would---- 

A. We had no recommendation ds gk type 
to make. It seems to me it is a very arbitrary 
figure to strike. 

Q. Maybe you would like to take the 
figure 3 cents per ton per mile, or 2 cents per ton 


per mile? 
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A We haven't sufficient knowledge 
to set a figure. 

Q. That would be selective; wouldn't 
it? 

Rey > eB. 

Q. Now, Mr. Webster, I am instructed 


that you do have an agreed charge on certain of 


the goods moving from Kelowna to Toronto? 


A. No, sir. 

Q. You have not? 

A. Noy, sare 

Q. My information is wrong? 

A. Well, if I am pehiais! it is because 


I haven't been recently involved. If there is 
something new, perhaps I haven't heard of it; 
put, certainly, if something of that kind has been 
negotiated recently, it is outside of my knowledge. 
My responsibilities do not extend to rates and 
services for canned goods. 

Q. They do not? 

A. No. 

MR, BRAZIER: What is the number of the 
agreed charge? 

MR. SINCLAIR: I haven't got the number-- 
Kelowna, Leamington and Toronto. 

THE WITNESS: I think I remember that one. 


That was an agreement, I believe, that was 
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negotiated by one of our receivers in connection 
with a special movement -- a special seasonal 
movement -- which is now completed, I think. 

MR. SINCLAIR: Q. It is not now in force, 
is it? 

A. I don't think so. I wouldn't say 
SO authoritatively . 

Q. One further point, Mr. Webster. The 
B.C. Tree Fruit industry have other problems 
besides transportation problems, I take it? 

A. Yes, sir, plenty. 

Q. And one of them is the problem of 


increasing costs; for instance, of labour and 


materials? 
A. Yes, sir. 
f 
Q. And this ig borne with some severity 


on the Okanagan Tree Fruit Industry; correct? 

A, Yes. 

Q And therefore the industry has to 
be in the position to try to adjust its prices 
upward and to reduce its costs in every possible 
way? 

A We are constantly striving to do what 
we can within our own capacity to arrive at partial 
solutions. 

Q That's right, and you would feel that 


any other business should have that freedom to 
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operate in the same way? 


A. Any other business, including railways. 
Q That's right. 
A. No, we wouldn't go quite that far. 


The principle of railroad regulation has been long 
established in Canada. 

Q. I see. You would like to keep some 
shackles on the railroad, but you want to be 
completely free; is that right? 

A. We wouldn't use those words. I think 
there is a more reasonable way of expressing ath 

THE CHAIRMAN: I think we understand the 
witness. 7. 

| MR, SINCLAIR: -§ Now, Mr. Webster, I do thank 
you for your patience in staying late to answer my 
questions, and I do say this to you and to the 
Commission, that down through the years I do not 
know of any person who has been a stronger advocate 
whether he was right or wrong in doing it, a 
stronger advocate of lower rates for B.C. Tree Fruits 
than Mr. Webster. 
BY MR. BALCH: 

Q. As a native of Niagara district, sir, 
I wonder ho you can ship -- do you ship peaches 
down ‘to: that section of the country from here? 

A. Just occasionally. 


Q. Just occasionally. Do you think 
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they are as good as ours? 

A. We leave that to you to judge. 

MR. BALCH: That's all I wanted to say. 
BY COMMISSIONER ANSCOMB: 

Q. Mr. Webster, I want to get a little 
away from the field of freight rates for a moment, 
so you will get a little relief. 

What additional planting by acreage has 
taken place for apples in the Okanagan in the last 
five or six years? How much expansion has taken 
eae? 

MR. STEPHENS: If I may answer that, I would 
say there is very little expansion over and above 
the acreage there prior to the frost damage. It 
has been a replacement, rather than an increase 
in acreage. There has been some increases, but 
generally it has been a replacement of frost-killed 
trees. 

Q Would you just tell the Commission 
so they may have the knowledge of it, what bonuses 
or assistance or subsidies or gifts, or any other 
way you like to express it, your industry has had 


from the National Government in the last five years? 


MR. STEPHENS: In the last five years? 
Q. Make it six -- I don't mind. 
MR, STEPHENS: Well, even in six we have 


had no subsidy on fresh fruit. 
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Q. No. I am talking about apples. 

MR, STEPHENS: Oh, apples. We haven't 
had anything at all. None. 

Q. No assistance given in the years when 
you had difficulty to market your crops? 

MR. WEBSTER: That would be back in the 
post-war years. We did have two seasons when, 
due to the complete loss of export markets - there 
was some assistance given. 

Q. How much? Just roughly? 

MR, WEBSTER: In one case it was about 
25 cents a box, and in one case, 12 cents a box. 

Q. What help did you have in the early 
1959's, when you had that bad frost and half of 
your trees were wiped out? You had assistance 
from the National Government and Provincial 
Government? 

MR. WEBSTER: Provincial Government only. 

Q. Didn't the National Government give 
the Provincial Government some assistance -- an 
agreement between the two? 

MR. WEBSTER: If they did, we didn't know 
about it. We were pressing them very hard for 
some assistance. 

Q. What did that cost? How much was 
it? It was quite a considerable sum, wasn't it? 

MR. WEBSTER: I think the sum was about 


two hundred thousand dollars. 
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Q. Now, my friend, Mr. Balch, talked 
about the Niagara belt. Do you ship any apple 
juice into the Maritimes? 

MR. WEBSTER: Yes? 

Q. Do you ship any apple juice into 
the Maritimes? 

MR. WEBSTER: No. We have actually had 
to buy some down there. 

Q. That is exactly what I want to know. 
I want to know why you were buying apples down 
there, when the Lord put the delicious apple here 
that created all the trouble with Adam and Eve. 

‘Ho man told me He Eiipe ioe juice out there 
and he wanted a freight subsidy. 

MR. WEBSTER: The popularity of the B.C. 
apple itself was such that we did not have enough, 
and we had to go down there and buy juice made 
according to our formula. 

Q. Your formula may be all right, but 
the apple substance is different. You had better 
watch that. 

I just want to take you to section 53, 
page 15. I know what it means and so does everybody 
else. You use the three words "capacity to pay". 
Whose capacity to pay, Mr. Webster? In a question 
of an increase in freight rakes, @n you mean some 


other industry other than your own, or do you mean the 
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people in your own organization who have a capacity 
to pay? 

MR. WEBSTER: That is correct. 

Q. ; Is that what you mean? 

MR, WEBSTER: Yes. 

Q. You mean to tell me some farmer who 
is successful in the Okanagan -- he has to pay more 
than the fellow who has not been successful? 

MR. WEBSTER: I am thinking collectively 
in terms of one industry against the other than 
the products produced, -- whether it is reasonable 
to expect that product to bear more transportation 
costs. 

Q. You want to get what a lot of other 
people do -- the fellow who is successful and makes 
something, he should be penalized all the time; 
is that the idea? 

MR. WEBSTER: Well,we are reaching for 
answers. I don't think any of these answers are 
completely the whole answer in themselves, but we 
have attempted to make a few suggestions here 
which to us make sense, from the experience we have 
gained. 

MR, STEPHENS: I think the principle of the 
ability to pay runs pretty widely throughout the 
country, and it also means this, that if an industry 


or a commodity has not the ability to pay, then the 
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railways are not going to get it. 

COMMISSIONER ANSCOMB: I agree with that. 
But you say you do not want to apply it to the 
railways. 

BY COMMISSIONER MANN: _ 

Q. Mr. Sinclair has paid you the compliment 
of saying you were an ardent advocate of lower 
rates. I take it in your work, you have negotiated 
quite a bit with the railways? 

MR, WEBSTER: Yes. 

Q. On the whole, wage negotiations have 
been good, although sometimes frustrating; would 
that be right? 

MR. WEBSTER: It is very difficult to find 
adjectives to describe some of them. 

Q. When you negotiate with the railways, 
where do you negotiate -- in Vancouver, Winnipeg, 
or Montreal? 

MR, WEBSTER: Everywhere, sir. 

Q. Predominately, for the major issues, 
where? 

MR, WEBSTER: Well, our normal relationship 
is through the local Kelowna office of the railway 
district freight rate office. 

Q. Can he make decisions? 

MR. WEBSTER: He has to go to Vancouver. 


Vancouver has certain powers there. Vancouver 
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frequently has to go to Winnipeg, and, on the 

major issues, Winnipeg has to go to Montreal. 

So, we find ourselves on different issues negotiating 
at various levels. 

Q. And your competitors across the line 
-- what happens in their case; say, the Yakima 
and Wenatchee growers -- where does he go? 

MR, ‘WEBSTER: I can answer that in various 
ways. One way I think might be particularly 
helpful -- at least it is the most helpful thing 
that occurs to me on the spur of the moment -- 

I think certain progress has been made in/Washington 
to move towards industry experts working for the 
railways. I am thinking of one railway in 
particular. There are other railways also moving 
that way. We are very much in favour of that 
trend. We think it is happy. We would like to 
gee the Canadian railways moving also in that 
direction, because these rates officials, as they 
know so well themselves, are so burdened with 
contracts problems affecting all industries, it is 
not easy to isolate themselves at a particular time 
to look at a current problem for one industry. 

Q. You would want someone in the 
Vancouver Fruit industry sitting in Ottawa to make 
the final decision? 


MR, WEBSTER: Certainly sitting somewhere, 
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yes. 
COMMISSIONER MANN: On page 14, paragraph 
49, you make some remarks about the Maritime Freight 
Rates Act, and while I have no interest at all 
in that Act -- I was waiting for a question from 
Mr, Mauro which did not occur. You leave the 
inference there that the Maritime Freight Rates 
Act was given to the Maritimes because they are a 
Maritime region, as a sea coast, and I was expecting 
Mr, Mauro to put a claim in for Manitoba because 
it/fas a sea coast. 
I think that's all I have. 
MR, FRAWLEY: Mr. Chairman, before the 
Commission rises, I will not even ask the right 
to follow up any answers by Mr. webster with 
regard to his statement to Mr. Sinclair, really, 
in acquiescence of one of Mr. Sinclair's leading 
questions, that the Okanagan shipper paid the 
freight on all of the fruit. 
Now, as far as I am concerned, in the 
Province of Alberta, where there is no American 
line running in, I challenge that statement that 
in Alberta the apples do not come over from Okanagan, 
without we pay the freight to get them there. 
1.If there is any question about that, I would like the 
Commission staff to do some research on the 


subject. 
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THE CHAIRMAN: I think that will be a 
problem we will have to deal with. 

Well, we will adjourn now until 9:30 
tomorrow morning, and we will then go on, and 


hope to finish by shortly after noon. 


---Ad journment 
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